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THE UNITED NATIONS OIL-FOR-FOOD
PROGRAM: ISSUES OF ACCOUNTABILITY
AND TRANSPARENCY

WEDNESDAY, APRIL 28, 2004

HOUSE OF REPRESENTATIVES,
COMMITTEE ON INTERNATIONAL RELATIONS,
Washington, DC.

The Committee met, pursuant to call, at 10:30 a.m., in Room
2172, Rayburn House Office Building, Hon. Henry J. Hyde (Chair-
man of the Committee) presiding.

Chairman HYDE. The Committee will come to order. Many times
the Chair has announcements to make, some of which are perfunc-
tory, some of which are enormously substantive, and I have one of
the latter kind to make.

One of our Members who is not here today, and you will under-
stand why, Dana Rohrabacher, at 6 o’clock p.m., April 27, his wife
Rhonda gave birth to triplets, Annika, Christian and Tristen. So I
don’t expect we will hear from Mr. Rohrabacher today, but in
absentia we congratulate him and wish him, and especially his
wife, well.

All right. The Committee will come to order. Of the long list of
Saddam Hussein’s crimes, the most relentless were those com-
mitted against the Iraqi people. A grim catalog of outrages range
from mass killings at one extreme to the needless privation and
steady grinding away of hope that formed the context of daily life.
The elimination of his regime last year revealed a population ren-
dered destitute by 2 decades of dictatorship and the results of the
conflicts he initiated against neighboring countries. Unfortunately,
efforts by the international community to counter the threat Sad-
dam Hussein posed to his neighbors and others unavoidably added
to the burden borne by the Iraqi people. In an effort to spare them,
especially women and children, from the harshest effects of the em-
bargo placed on the regime in the aftermath of Saddam’s invasion
of Kuwait, the United Nations initiated a program in 1996 to pro-
vide the Iraqi people with food, medicine and other aid. The hu-
manitarian relief was to be paid for by monitored sales of Iraqi oil.
This undertaking came to be known as the Oil-for-Food Program
and is credited correctly with saving the lives of millions.

Unfortunately, numerous allegations have been made that this
humanitarian program was undermined by systematic abuse, in-
cluding graft and outright theft, that is estimated in the billions of
dollars. The latest and most authoritative report is that released by
the General Accounting Office. It estimates that between 1997 and
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2002, Saddam’s regime obtained over $10 billion in illegal revenues
from the Oil-for-Food Program through illicit surcharges and com-
missions as well as smuggling.

If these charges prove true, the most obvious victims are those
Iraqis who failed to receive needed assistance. But the damage ex-
tends much further. The massive windfall resulting from this al-
leged organized theft allowed Saddam to maintain his grip on the
country, line his pockets, and to make companies and countries
dance to his tune with consequences we are still struggling to con-
tain.

But there is yet a deeper threat. Those who believe that the
United Nations and its many programs play a vital role around the
world, and I count myself among them, must also fear for the po-
tential impact on the reputation and credibility of the U.N. as an
institution. The institution’s work in other areas should not be
needlessly impeded or placed in doubt by these still-emerging alle-
gations. It is, therefore, incumbent upon those with responsibility
for these programs, as well as those charged with investigating
their failings, to ensure that the truth emerges however unpleasant
that task or the results may be.

Did U.N. officials responsible for administering the Oil-for-Food
Program properly undertake their oversight and management re-
sponsibilities? Were some of the administrative provisions ignored
or violated by Iraq with the knowledge of U.N. officials? Did the
U.N. fail to undertake their responsibilities in overseeing the con-
tracting process? Were program accounts for the administration of
the program properly audited? Have they been made public? These
and other important questions are the reasons for this and suc-
ceeding hearings on this subject. Our Committee’s hearing today
will begin to unravel the allegations of corruption and fraud that,
if true, significantly undermine the effectiveness of the Oil-for-Food
Program.

Last week U.N. Secretary General Kofi Annan named the highly
respected Paul Volcker, former Chairman of the Federal Reserve,
to lead an independent investigation of the program. In Iraq the Fi-
nance Ministry has begun its own inquiry with the help of inter-
national auditing firms in an attempt to locate stolen assets. I have
high hopes that these and other investigations will soon distill
truth from allegations of wrongdoing and will lead to remedial
measures and reforms wherever needed. It is axiomatic that the
success of these investigations requires that investigators have full
and complete access to essential information and witnesses, wher-
ever found.

Given the U.N.’s expanding role in the establishment of a new
government in Iraq, and in assisting that country’s reconstruction,
it is imperative that the questions surrounding the Oil-for-Food
Program be answered as fully and as soon as possible so that its
efforts in that country, as well as in the many other vital programs
it is responsible for around the world, are not compromised and yet
more needless suffering emerge from the fading embers of
Saddam’s regime.

I now turn to my friend and colleague, Tom Lantos, the Ranking
Democratic Member, for his opening remarks.

[The prepared statement of Mr. Hyde follows:]
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PREPARED STATEMENT OF THE HONORABLE HENRY J. HYDE, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF ILLINOIS, AND CHAIRMAN, COMMITTEE ON INTER-
NATIONAL RELATIONS

Publicity is one of the purifying elements of politics . . . Nothing checks all the bad
practices of politics as public exposure.—Woodrow Wilson, 1913

Of the long list of Saddam Hussein’s crimes, the most relentless were those com-
mitted against the Iraqi people. The grim catalog of outrages range from mass
killings at one extreme to the needless privation and steady grinding away of hope
that formed the context of daily life. The elimination of his regime last year revealed
a population rendered destitute by two decades of dictatorship and the results of the
conflicts he initiated against neighboring countries.

Unfortunately, efforts by the international community to counter the threat Sad-
dam Hussein posed to his neighbors and others unavoidably added to the burden
borne by the Iraqi people. In an effort to spare them, especially women and children,
from the harshest effects of the embargo placed on the regime in the aftermath of
Saddam’s invasion of Kuwait, the United Nations initiated a program in 1996 to
provide the Iraqi people with food, medicine, and other aid. The humanitarian relief
was to be paid for by monitored sales of Iraqi oil. This undertaking came to be
known as the Oil-for-Food Program, and it is credited, correctly, with saving the
lives of millions.

Unfortunately, numerous allegations have been made that this humanitarian pro-
gram was undermined by systematic abuse, including graft and outright theft, that
is estimated in the billions of dollars. The latest and most authoritative report is
that released by the General Accounting Office. It estimates that between 1997 and
2002, Saddam’s regime obtained over $10 billion in illegal revenues from the Oil-
for-Food Program through illicit surcharges and commissions as well as smuggling.

If these charges prove true, the most obvious victims are those Iraqis who failed
to receive needed assistance. But the damage extends much further. The massive
windfall resulting from this alleged organized theft allowed Saddam to maintain his
grip on the country, line his pockets, and to make companies—and countries—dance
to his tune, with consequences we are still struggling to contain.

But there is yet a deeper threat. Those who believe that the United Nations and
its many programs play a vital role around the world—and I count myself among
them—must also fear for the potential impact on the reputation and credibility of
the United Nations as an institution. The institution’s work in other areas should
not be needlessly impeded or placed in doubt by these still-emerging allegations. It
is, therefore, incumbent upon those with responsibility for these programs, as well
as those charged with investigating their failings, to ensure that the truth emerges,
however unpleasant that task or the results may be.

Did UN officials responsible for administering the Oil-for-Food Program properly
undertake their oversight and management responsibilities? Were some of the ad-
ministrative provisions ignored or violated by Iraq with the knowledge of UN offi-
cials? Did the UN fail to undertake their responsibilities in overseeing the con-
tracting process? Were program accounts for the administration of the program
properly audited? Have they been made public? These and other important ques-
tions are the reasons for this and succeeding hearings on this subject.

Our Committee’s hearing today will begin to unravel the allegations of corruption
and fraud that if true, significantly undermined the effectiveness of the Oil-for-Food
Program. Last week, UN Secretary General Kofi Annan named the highly respected
Paul Volcker, the former Chairman of the Federal Reserve, to lead an independent
investigation of the program. In Iraq, the finance ministry has begun its own in-
quiry, with the help of international auditing firms, in an attempt to locate stolen
assets. I have high hopes that these and other investigations will soon distill truth
from allegations of wrongdoing and will lead to remedial measures and reforms
wherever needed. It is axiomatic that the success of these investigations requires
that investigators have full and complete access to essential information and wit-
nesses, wherever found.

Given the UN’s expanding role in the establishment of a new government in Iraq
and in assisting that country’s reconstruction, it is imperative that the questions
surrounding the Oil-for-Food Program be answered as fully and as soon as possible
so that its efforts in that country, as well as in the many other vital programs it
is responsible for around the world, are not comprised and yet more needless suf-
fering emerge from the fading embers of Saddam’s regime.

I now turn to my friend and colleague, Tom Lantos, the Ranking Democratic
Member, for his opening remarks.
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Mr. LaNTOS. Thank you very much, Mr. Chairman. Let me thank
you for calling this important hearing.

Since the end of January, when an Iraqi newspaper alleged that
a senior United Nations official had received bribes from Saddam
Hussein, the U.N. has been the target of a series of allegations in-
volving potential mismanagement, unethical behavior, and collu-
sion with the despicable Saddam Hussein regime. The notion that
such a high-level U.N. official could have been on Saddam’s payroll
is sickening, if true, and it must be thoroughly investigated. If
wrongdoing is found to have occurred, serious disciplinary action
must be taken immediately.

At the same time, Mr. Chairman, I must say that I am becoming
increasingly concerned that certain U.N. critics have used the alle-
gation in an Iraqi newspaper to discredit the United Nations when
the case against the organization is far from clear. Mr. Chairman,
any responsible inquiry regarding these charges must be fair and
based on fact. Our preliminary research indicates that the United
Nations is being blamed for Iraqi sanctions violations such as oil
smuggling for which the United Nations had no responsibility of
enforcement; that the United Nations took action to prevent some
of the Oil-for-Food abuses of which it is being accused; and that
much responsibility for the problems that beset the Oil-for-Food
Program lies with the members of the Security Council, including
our own government.

We need to recognize that the Secretary General has moved to
launch a credible independent investigation of the specific allega-
tions leveled at its employees. We must first look at the scope of
the problem. The press has repeatedly referred to a $10 billion
U.N. scandal, blaming the U.N. for all of the illegal revenue that
Saddam obtained by violating U.N. sanctions. Our Committee
needs to be much more precise than that. According to the GAO,
the largest portion of the 10 billion that Saddam was able to obtain
in illegal payments came from the $5.7 billion worth of oil his peo-
ple smuggled out of Iraq completely outside of the Oil-for-Food Pro-
gram.

The U.N. Secretariat clearly bears no responsibility for this por-
tion of the scandal. Member states had the responsibility to observe
the prohibition against allowing Saddam to sell oil outside the pro-
gram. And the U.N. Secretariat had neither the authority nor the
means to monitor or to enforce this requirement.

It is important to note that these sales, such as those made to
our friends and allies like Jordan and Turkey, often took place with
United States knowledge or acquiescence. A significant portion of
the illegal Iraqi sales were made to Syria, with the United States
State Department offering little more than token protest. Despite
President Assad’s promise to Secretary of State Powell in the ear-
liest days of this Administration, Syria continued its massive ille-
gal oil imports from Iraq, and the United States remained virtually
sifként as Assad violated with impunity his pledge to our Secretary
of State.

The second part of the so-called 10 billion scandal involves alle-
gations that U.N. mismanagement was responsible for allowing
Saddam to siphon off 4.4 billion in kickbacks on Oil-for-Food con-
tracts. In investigating this charge, it appears that some U.N. offi-
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cials frequently raised concerns about possible Iraqi fraud in Oil-
for-Food contracts starting as far back as 2001. We know that in
March 2001, U.N. Secretary General Annan issued a report warn-
ing that Saddam had begun to implement a system of surcharges
on sales of oil under the Oil-for-Food Program, which led to reforms
of the program. Around the same time The New York Times re-
ported that Iraqi officials had begun to demand kickbacks from
companies seeking to sell humanitarian goods under the program.

When these reports began to surface, we understand U.N. offi-
cials carefully scrutinized Iraqi contracts to determine if they were
overpriced. We are told that these U.N. officials then held up hun-
dreds of contracts by demanding that the missions which submitted
them on behalf of their companies fully explain the apparent over-
charges. In many cases the missions were unable or unwilling to
defend the contracts, and those contracts were never approved. In
cases where the missions did attempt to justify the overpricing, the
U.N. forwarded them to the Sanctions Committee with notes ex-
pressing skepticism about prices. There were dozens of such cases.
Nevertheless, the State Department never exercised its power as a
Sanctions Committee member to block any of the overpriced con-
tracts flagged by the U.N. or otherwise tried to halt Saddam’s kick-
back scheme. Other members of the Security Council, including
France, Russia and China, also failed to act.

By contrast, when the Coalition Provisional Authority took over
administrative responsibility for Oil-for-Food in the fall of 2003, the
Defense Contract Audit Agency had no trouble identifying contracts
with overpriced items. In reviewing the active contracts, Mr. Chair-
man, the defense auditors found $656 million in potential over-
charges, roughly 10 percent of the overall value of the contracts re-
viewed.

Some of the revelations in the audit report simply boggle the
mind. The State Department’s representatives in New York in Feb-
ruary 2002 even approved the sale of a fleet of 300 Mercedes-Benz
luxury automobiles for use by the Iraqi Government. Incredibly,
three large, overpriced contracts also approved in 2002 belonged to
Syrian entities. The defense auditors estimate the amount of over-
pricing in these contracts at a mind-boggling 44 percent. I simply
don’t understand, Mr. Chairman, how the State Department could
have approved any Syrian contracts whatsoever at a time when
Syria was ostentatiously flouting the sanctions regime through its
illegal oil imports and casually mocking our Secretary of State by
ignoring its pledges to him.

I fully understand that our highest priority as a Sanctions Com-
mittee member was to make sure that Iraq could not get its hands
on illicit and dual-use items. But surely another important priority
should have been to prevent the conclusion of overpriced contracts
that invited kickbacks. We have learned that our government had
60 dual-use experts in multiple agencies reviewing every contract
that was submitted by the Security Council under Oil-for-Food, yet
to our knowledge, not a single U.S. expert was tasked with inves-
tigating the contracts for possible overcharges.

The final part of this alleged scandal is the one that the U.N.
clearly has to answer for; the allegation that a U.N. official accept-
ed bribes from Saddam. This allegation first surfaced at the end of



6

January 2004. At that time an Iraqi newspaper published a list of
270 names of individuals, including U.N. Oil-for-Food Adminis-
trator Benon Sevan, all of whom the newspaper alleged had re-
ceived oil vouchers directly from Saddam Hussein. Mr. Chairman,
these oil vouchers entitled the bearer to the right to buy Iraqi oil.
They could be sold for a commission to middlemen, who then resold
them at a profit to oil companies. The newspaper claimed that the
list was derived from an Iraqi Government document. We do not
know whether this document even exists and, even if it does,
whether the information it contains is accurate. Therefore, it is
critical, before anyone jumps to conclusions, that investigators be
given access to this document at the earliest possible time.

U.N. Secretary General Kofi Annan has recognized the serious-
ness of the bribery allegation and has worked to assemble an inde-
pendent panel of unimpeachable integrity, headed by former Fed-
eral Reserve Chairman Paul Volcker, to thoroughly investigate the
charges relating to the U.N.’s management of the Oil-for-Food Pro-
gram. As we move forward together investigating the charges that
have been leveled at the U.N. Secretariat, it will be critical for us
to work together to get the facts.

To summarize, Mr. Chairman, we know that the U.N. is not re-
sponsible for oil smuggling outside the Oil-for-Food Program. We
know that the U.N. Secretariat took action to prevent some of the
abuses within the program. What we still need to learn is the fol-
lowing: One, why our government and other Security Council mem-
bers did not oppose more vigorously Saddam’s illicit oil sales and
padded humanitarian contracts; second, whether governments
sponsoring companies that submitted dirty contracts had knowl-
edge that fraud was occurring; and third, if there is any truth to
the bribery charge as leveled against the U.N. and its personnel.
Mr. Chairman, that is a tall order, and it will put many of the
world’s governments, including our own, under a microscope.

I want to thank you again, Mr. Chairman, for calling this impor-
tant hearing, and I pledge to continue to work closely with you and
our Committee inquiry into every aspect of this most serious mat-
ter.

Chairman HYDE. And thank you very much, Mr. Lantos.

It is the Chair’s judgment that we will entertain two more state-
ments, one from Mrs. Ileana Ros-Lehtinen, should she desire to
make one, and I don’t see her here; the other from Mr. Ackerman,
as Ranking Member of the Subcommittee, the appropriate Sub-
committee. And then for the other Members, because we have two
panels and because of the importance and complexity of the issues
before us, I am not going to entertain other opening statements.
But your statements will be made a part of the record at this point
in the record, or whenever you wish to have them entered, and
then we can get everybody perhaps an opportunity to question the
witnesses, and we can hear the witnesses and not have the time
shortened because of votes and that sort of thing.

So with your patience and understanding, the Chair recognizes
Mr. Ackerman.

Mr. ACKERMAN. I thank you, Mr. Chairman, for holding a hear-
ing related to Iraq. For a time it appeared that we might get
through the entire year without any. However, I can’t help but note
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that these hearings continue a recent Committee tradition of Iraq
hearings that are retrospective in nature. Clearly there is much
that can and should be learned from the past, but I honestly think
that the urgent circumstances we face in Iraq today require this
Committee to focus on the present and the immediate future.

I am pleased to learn, Mr. Chairman, that next week there will
be a hearing Iraq focusing on the transition of sovereignty, and I
thank you for that, but today we are to face the thicket of thorny
questions surrounding the Oil-for-Food Program and the many alle-
gations of corruption and mismanagement. Given the urgency of
examining other truly critical related questions, one might think
the object of this Committee was to ignore those weighty questions
and devote our only hearing this year to discredit the U.N., thereby
jeopardizing its role in any political transition in Iraq. I am certain,
absolutely certain, that the Chairman has no such motive, since
doing so would undercut the President’s most recent new plan for
handling the political transition, giving the whole problem to the
United Nations.

I must say that I am perplexed by the Majority’s sudden interest
in the Oil-for-Food Program and possible corruption therein. These
allegations actually surfaced some 3 years ago, yet our friends in
the Majority seemed little interested in them then. But now that
our ever-reliable font of information on Iraq, Ahmed Chalabi, has
brought them to our attention, I suppose they deserve a little closer
scrutiny. I hope these allegations of impropriety are nearer to the
truth than the allegations and intelligence information he has been
providing us for $340,000 a month. While it doesn’t seem that
much of his information regarding weapons of mass destruction has
panned out, maybe we can do better here. Mr. Chalabi’s area of ex-
pertise is financial impropriety, having been indicted and convicted
in Jordan of bank fraud. Maybe, Mr. Chairman it is really time to
take him off the payroll.

Mr. Chairman, before we totally trash the Oil-for-Food Program
and the United Nations, perhaps we should review the good it actu-
ally did. Over the course of its operation, the program actually fed
27 million Iraqis and decreased the malnutrition rate among Iraqi
children by 50 percent. It contributed to a national vaccination pro-
gram that helped reduce child mortality, and it eradicated polio in
Iraq. It provided more dependable access to water and electricity,
a feat which the CPA can’t quite seem to replicate, and it provided
foodstuffs and medicine worth over $15 billion.

Now to the allegations. The GAO says that Saddam skimmed
over $10 billion from this program, but 5.7 billion, according to the
GAO, was from smuggling and activity not directly related to the
Oil-for-Food Program, but one which member states of the Sanc-
tions Committee, including the United States, could have taken ac-
tion against, but did not. So that leaves a balance of $4.4 billion
of kickbacks, fees, surcharges and graft and corruption that
Saddam’s regime gained from oil contracts.

Okay. But by 2001, the Bush Administration was clearly aware
of these, as were other members of the Security Council. But again,
the member states did nothing to try to stop this. Is the U.N. actu-
ally to blame because of the lack of will of us and the other mem-
ber states? I am sure my friends on the other side of the aisle
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would not suggest that we empower the Secretary General in such
a way that he can compel us and other states to act.

Obviously there are allegations against U.N. officials which must
be taken seriously, as we all know. The Secretary General has ap-
pointed a commission, as pointed out by the Chairman, headed by
Paul Volcker to look into these.

I would point out, Mr. Chairman, that none, none, none of the
money we are having a hearing about today is U.S. taxpayer
money. None. For actual oversight of U.S. tax dollars, I suggest my
colleagues visit the Web site of National Public Radio, since the
Congress in general, and this Committee in particular, seem little
interested in this role. There they could listen to a series of reports
done last week called “The Spoils of War” that detail serious alle-
gations of corruption and mismanagement of United States tax-
payer dollars for the reconstruction of Iraq.

Here are a few of the highlights: “Iraqi private companies rou-
tinely pay bribes to United States contractors to get reconstruction
contracts.” “Iraqi Health Ministry officials sell hospital supplies on
the black market.” “Translators working for the CPA promise to
provide contracts to Iraqis and demand as much as 50 percent of
the contract’s value in return.”

I would ask unanimous consent to put the transcripts of the NPR
programs into the record at this point.

Chairman HYDE. Without objection. So ordered.

[The information referred to was not submitted.]

Mr. ACKERMAN. Thank you.

And for those who are dubious of National Public Radio, the As-
sociated Press reported the other day

Chairman HYDE. The gentleman’s time has expired.

Mr. ACKERMAN. If I could have just an additional 20 seconds, Mr.
Chairman?

Chairman HYDE. Without objection.

Mr. ACKERMAN. The Associated Press reported the other day that
United States contractors have received billions in reconstruction
contracts for Iraq, having recently paid $300 million in fines for
bid-rigging, fraud, delivery of faulty military parts and environ-
mental damage. Now there is some crime, Mr. Chairman.

If we are going to have hearings about corruption and mis-
management in Iraq, and I think we should, I respectfully suggest
that we start with those misusing and wasting United States tax-
payer money first.

Thank you, Mr. Chairman.

Chairman HYDE. The Chair will briefly respond by asserting as
vigorously as it can that no one is interested in bashing the U.N.
This should not be partisan. We are inquiring into allegations, and
they are only allegations, of the fraudulent diversion of billions of
dollars. It is true they are not directly United States money, but
because the United States is investing billions of dollars in the re-
construction of Iraq, monies that ought to be going for that purpose
that have been diverted to somebody’s pocket do deny efficacy to
the funds the United States has appropriated, and so, however in-
directly, we are involved.

Notice of this sooner, I plead guilty. We have been pretty busy
this year, and as soon as this matter came to my attention, we de-
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cided we would be derelict if we didn’t take a look at it. And I want
to look at it, and we will go wherever the testimony leads us, no
matter who is responsible, and I hope we can do it in a bipartisan
way.

Mr. ACKERMAN. Mr. Chairman.

Chairman HYDE. Yes.

Mr. ACKERMAN. Would you, please, if you would care to, tell us
your view of whether or not this Committee should be holding
hearings on the corruption, disappearance, misuse and abuse of
U.S. tlalt‘)?(payer dollars and to follow that trail wherever it might go
as well?

Chairman HYDE. Absolutely.

Mr. ACKERMAN. Thank you, Mr. Chairman.

Chairman HYDE. Absolutely. All right.

I would like to welcome Howar Ziad. Mr. Ziad is a Representa-
tive of the Kurdistan Regional Government in the U.N. Liaison Of-
fice of New York. He has extensive international business experi-
ence, including with International Computers, Ltd., Sloane Man-
agement Services and Lombarda Holdings. Mr. Ziad is a graduate
of Baghdad College and completed a 2-year program at Oxford Col-
lege of Technology. We welcome Mr. Ziad.

Danielle Pletka is currently Vice President of Foreign and De-
fense Policy Studies at the American Enterprise Institute for Public
Policy Research, and previously she served as a senior professional
staff member for the Near East and South Asia with the U.S. Sen-
ate Committee on Foreign Relations. Ms. Pletka was also a Staff
Writer for Insight Magazine and an Editorial Assistant at The Los
Angeles Times and Reuters in Jerusalem. Ms. Pletka earned her
B.A. from Smith College and her Master’s from Johns Hopkins
University. And we welcome you, Ms. Pletka.

Claudia Rosett writes a column, “The Real World,” on issues of
tyranny and human rights, especially as these relate to the war on
terror, for The Wall Street Journal. She has covered international
affairs for the past 22 years from all over the world, contributing
to such publications as The New York Times, Commentary, The
American Spectator and The Weekly Standard, and makes frequent
guest appearances on radio and TV. She received her B.A. from
Yale University, her Master’s in English Literature from Columbia
University, and her Master’s of Business Administration from the
University of Chicago. Welcome, Ms. Rosett.

John G. Ruggie joins us as the Evron and Jeane Kirkpatrick Pro-
fessor of International Affairs and Director of the Center for Busi-
ness and Government at Harvard University’s Kennedy School of
Government. Previously he served as the Assistant Secretary Gen-
eral and Chief Adviser for strategic planning to United Nations
Secretary General Kofi Annan. Prior to that position, he was both
a Dean and Professor at Columbia University School of Inter-
national and Public Affairs. Mr. Ruggie received his B.A. in politics
and history from McMaster University in Canada, a Ph.D. in polit-
ical science from the University of California, Berkeley, and a Doc-
tor of Laws Honoris Causa from McMaster. Welcome, Mr. Ruggie.

Michael Soussan is an editor of African Geopolitics, a bilingual
quarterly journal on African affairs. He consults for universities,
think tanks and private companies with an interest in Iraq. Pre-
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viously he served as Program Coordinator for the United Nations
Oil-for-Food Program. Mr. Soussan earned his Master’s in Inter-
national Relations from the Institut d’Etudes Politiques and a B.A.
from Brown University. Welcome, Mr. Soussan.

We are honored to have you all appear before the Committee
today, and, Mr. Ziad, we will start with you. Please proceed with
a 5-minute summary, give or take the 5 minutes. And your full
statement will be made a part of the record. Mr. Ziad.

STATEMENT OF HOWAR ZIAD, REPRESENTATIVE, KURDISTAN
REGIONAL GOVERNMENT, UNITED NATIONS LIAISON OFFICE

Mr. Z1AD. I am making this presentation on behalf of Kurdistan
Regional Government. Chairman Hyde, Ranking Member Lantos,
Members of the Committee, before I begin my statement, I wish to
thank Members of the Committee and the United States Congress
on behalf of the people of Iraqi Kurdistan for having protected us
from Saddam’s tyranny and for securing the liberation of all Iraq
from his murderous rule. The Iraqi Kurds could not have survived
without the American-operated northern no-fly zone, nor could Iraq
have been liberated last year without the brave efforts of the men
and women of the United States Armed Forces. We will remain
grateful allies of the United States forever.

I am grateful for the opportunity to address the scandal that lies
at the core of the United Nations Oil-for-Food Program. This
United States-supported program began in 1995 and was corrupted
by the U.N. Secretariat, U.N. Office of the Iraq Program and
Saddam’s regime. It is a scandal that must be exposed because it
prolonged the suffering of the Iraqi people under Saddam, despite
the fact that it was designed to relieve their suffering.

The Oil-for-Food Program was set up by the U.N. Security Coun-
cil Resolution 986 with the noble aim of providing food and medi-
cine directly to Iraq while maintaining economic sanctions that
were imposed upon Iraq in the wake of Saddam Hussein’s invasion
of Kuwait. Under this scheme, the Iraqi oil was sold on inter-
national markets to raise revenue to purchase humanitarian goods
only. Both the Clinton and Bush Administration supported the Oil-
for-Food Program to alleviate the very real suffering of all Iraqis.

In the end, few Iraqis gained much from the program. The
Kurds, whose very survival was seen as an affront to Saddam’s re-
gime, were the targets of discrimination by the officers of the
United Nations program, who preferred pleasing and appeasing
Saddam over ending malnutrition and treating the sick amongst
the Kurds.

The Oil-for-Food Program was based on the twin notions of first,
international oversight of the oil sales and purchase and delivery
of humanitarian goods with the proceeds; second, sharing among
all Iraqis of the revenue. Iraqi Kurdistan was to receive 13 percent
of the total revenues. Unfortunately, the people of Iraq did not re-
ceive anything near the amount that was their right.

Let me offer just a few examples of what the United Nations
promised and failed to deliver while misspending Oil-for-Food
funds: A new general hospital for the city of Sulaimania, which has
around 750,000 inhabitants. Funds for the Sulaimania General
Hospital were allocated in 1998, but 6 years on, the hospital has
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yet to be built. The U.N. body responsible was the World Health
Organization with specific authority for this project delegated to its
East Mediterranean Regional Office in Cairo.

Disposable surgical gloves for the maternity hospital in
Sulaimania. During 2002, the hospital received no more than 2,000
gloves per month when it needed 10,000.

A diagnostic oncology facility for Iraqi Kurdistan. The lack of
such facility prevented the proper treatment of cancer patients in
Iraqi Kurdistan.

Despite these problems, the Iraqi Kurdistan demonstrably used
its meager share of Oil-for-Food goods more efficiently than the
Iraqi regime. While Saddam’s regime, with the backing of
UNICEF, claimed that infant mortality was rising in the 15 prov-
inces under his control, in Iraqi Kurdistan infant mortality actually
fell.

The results of the United Nations’ mismanagement of the Oil-for-
Food Program were not confined to shaving a few dollars that
ended in Saddam’s pockets or in the hands of U.N. officials. Rather,
the amounts were in the billions of dollars, and the loss was borne
disproportionately by the Kurds.

Here are some of the best examples of the thievery perpetrated
by Saddam and officials affiliated with the program: In 2002, the
U.N., with the full approval of the Secretary General, allocated $20
million to build an Olympic stadium for Uday Saddam Hussein.

Chairman HYDE. Mr. Ziad, could you take 2 more minutes and
complete your statement?

Mr. Z1aD. Thank you, Mr. Chairman.

During the period of the Oil-for-Food Program was in place, the
Kurds should have received approximately 8.4 billion in humani-
tarian aid, representing 13 percent of the revenue generated by the
program. Iraqi Kurdistan received goods worth only $4.4 billion.

What we recommend is a full accounting of Oil-for-Food funds
and purchases to be made under the auspices of a genuinely inde-
pendent and external audit, immediate delivery to the Kurdistan
Regional Government of approximately $1.6 billion in cash which
was sitting in the Kurdish account maintained, but not disbursed,
by the U.N.

In conclusion, the people of Iraqi are hopeful that the U.N. will
take appropriate action to make up for its scandalous behavior
under the Oil-for-Food Program.

I will cut some of the presentation to save you time, Mr. Chair-
man. That concludes my opening statement. I have submitted a
longer statement for the record to the Committee that is available
for review. Once again, thank you for the honor of testifying before
you today. I am prepared to answer any questions you might have.

Chairman HYDE. Thank you very much.

[The prepared statement of Mr. Ziad follows:]

PREPARED STATEMENT OF HOWAR ZIAD, REPRESENTATIVE, KURDISTAN REGIONAL
GOVERNMENT, UNITED NATIONS LIAISON OFFICE

Mr Chairman, members of the Committee:

I would like to make a brief statement and present the committee with a more
detailed document, both of which I would like to request to be entered into the offi-
cial record.
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Allow me to begin my statement by thanking you for inviting me here today to
talk to you. Please allow me to all thank you on behalf of the people of Iraqi
Kurdistan for having protected us from Saddam’s tyranny and for then liberating
our fellow Iraqis from his murderous rule. We could not have survived without the
northern no-fly zone, nor could Iraq have been liberated last year without the brav-
ery of the men and women in uniform of the United States armed forces. We are
truly grateful and we are your allies and partners.

Thank you also for the opportunity to present to you the scandal that lies at the
core of the UN Oil for Food Program (OFF). To do so, I need to provide you with
a little bit of context about how a plan, that the US government backed in 1995,
was perverted by the UN Secretariat, the UN Office of the Iraq Program and
Saddam’s regime. OFF was set up by UN Security Council Resolution 986 with the
noble aim of protecting Iraqis from the folly of Saddam’s government. President
Clinton’s administration supported OFF as a means of responding to complaints
that Iraqis were suffering. At the heart of OFF were the twin notions of:

1. international oversight of Iraqi oil sales, spending of the resulting oil reve-
nues and delivery of humanitarian goods; and

2. revenue sharing between Iraqis. There was a separate account for Iraqi
Kurdistan which was 13% of the revenues.

OFF implicitly recognised that Iraqi Kurdistan had special needs and was beyond
Saddam’s control. Iraqi Kurdistan had been devastated by:

e Over 30 years of ethnic cleansing during which Kurds were forcibly moved
out of their homes and in many cases replaced by Arab colonists;

o The Anfal genocide of 1987-1988 during which an estimated 4,500 Kurdish
villages and towns were destroyed and during which up to 182,000 persons
were killed. Up to 1 million of the 4 million inhabitants of Iraqi Kurdistan
were internally displaced;

Repeated use of chemical weapons by the Iraqi regime against Kurdish civil-
ians. The best known instance was the murder of around 5,000 civilians in
Halabja on March 16, 1988. Chemical weapons were used against civilians in
an estimated 200 locations;

e An estimated 16 million landmines had rendered large areas of Iraqi
Kurdistan uninhabitable and continued to claim the lives of scores of civilians
every year;,

e In addition, Iraqi Kurdistan was under multiple embargoes. It was under UN
sanctions, a boycott imposed by Saddam’s regime and intermittent embargoes
imposed by the regional states.

As a result, Iraqi Kurdistan was allocated 13% of the value of goods from Iraqi
oil revenues sold under OFF. The UN Security Council earmarked money for the
Kurds to prevent Saddam’s regime discriminating against the Kurds.

Despite the best efforts of the United States and the UK, the UN Secretariat im-
mediately set up OFF in a manner that ensured that the process was cumbersome
and bureaucratic. The structure of implementation of OFF was of the UN Secretar-
iat’s making, not, as some UN officials have claimed, the responsibility of the Secu-
rity Council.

In addition, UN staff repeatedly showed a marked bias against the Kurds. For
too many UN staff, the Kurds were to be treated with suspicion because they were
enemies of Saddam’s regime and because they are the friends of the United States.
The OIP appeased Saddam’s regime by excluding Americans and Britons and by hir-
ing nationals from Arab countries.

We noted these problems early on and in March 1999 we complained to the UN.
We always found a sympathetic hearing from our friends in the United States and
the UK, but the UN generally responded with contempt. Benon Sevan, the head of
OIP, told Jeffrey Goldberg of The New Yorker in March 2002:

“If they [i.e. the Kurds] had a theme song, it would be ‘Give Me, Give Me,
Give Me,”” Sevan said.!

Let me give you a few examples of what we wanted the UN to give us:

e A new general hospital for the city of Sulaimani, which has around 750,000
inhabitants. The current situation is that we have three small hospitals none
of which is suitable for an urban center the size of Sulaimani, a city that also

1THE GREAT TERROR by JEFFREY GOLDBERG Issue of 2002-03-25 Posted 2002—-03-25
available at: http:/newyorker.com/fact/content/?020325fa—FACT1 (last accessed April 25, 2004).
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houses many of those who were ethnically cleansed by Saddam’s regime from
Kirkuk during the years following 1991. Funds for the Sulaimani General
Hospital were allocated in 1998, but six years on the hospital has yet to be
built. The UN body responsible was the World Health Organization (WHO),
with specific authority for this project delegated to its East Mediterranean
Regional Office (EMRO). WHO-EMRO is headed by Dr Hussein Abdel-
Razzak Al Gezairy, the regional director who has been in his job since 1982;
Disposable surgical gloves for the maternity hospital in Sulaimani. During
2002 the hospital was receiving no more than 2,000 gloves per month when
it needed 10,000;
e A diagnostic and oncology facility for Iraqi Kurdistan. The lack of any such
facility prevented the proper treatment of cancer in Iraqi Kurdistan, another
“achievement” of WHO-EMRO;

e A program of demining. Instead, little money was allocated to demining and
the problem of landmines continues to blight Iraqi Kurdistan. We estimate
that no more than 10% of the mined that Saddam’s regime had laid in Iraqi
Kurdistan were removed.

A key problem with OFF was that procurement was in the hands of the Iraqi re-
gime, which meant that Baghdad was ordering humanitarian goods for the Kurdish
13% account. The excuse used by OIP was that this created economies of scale. In
reality, the result was:

e A poor quality procurement;
e A process that gave Saddam’s regime another opportunity corrupt the system,;

e Ample opportunities for Saddam to use procurement as a political tool with
which to punish Iraqi Kurdistan.

An example of the poor implementation of OFF came in early 2001. A shipment
of wheat flour arrived at the Jordanian-Iraqi border. As per UN regulations, a sam-
ple was taken and sent to a laboratory in Jordan for quality control. In the mean-
time, as per UN regulations and in order not to interrupt the supply of food, the
shipment was sent to Iraqi Kurdistan and was distributed to the population. Several
weeks later, however, a laboratory report came back reporting excess levels of con-
tamination. A junior UN official suggested that the UN immediately issue public an-
nouncements warning the population and telling them they would receive replace-
ment rations. This official’s suggestion was overruled.

Given the problems that we were having, UNOPS proposed to OIP that the UN
agencies share its humanitarian project assessments and evaluations with the
Kurdistan Regional Government. OIP specifically refused to allow this.

Despite all these problems, Iraqi Kurdistan demonstrably used its meagre share
of OFF goods more efficiently than the Iraqi regime. While Saddam’s regime, with
the backing of UNICEF, claimed that infant mortality was rising in the 15 provinces
under his control, in Iraqi Kurdistan infant mortality actually fell.

OIP was quick to assist Saddam’s regime with goods paid for by the 59% account
(which covered the 15 provinces under his control). The best known example of the
absurd lengths to which OIP went in its appeasement of Saddam’s regime was its
decision in 2002 to allocate, with the full approval of the Secretary-General, $20m
towards building an Olympic Stadium for Uday Saddam Hussein, the sadistic elder
son of the Iraqi dictator. That was the sad result of OFF, no hospitals for the Kurds,
money for Uday.

The delays in spending money allocated to the 13% account meant that so many
vital goods never arrived that in the end we received just 7% of the value of human-
itarian goods. Instead of preventing discrimination, a key aim of UN Security Coun-
%l lfiesolution 986, OFF proved to be yet another act of discrimination against the

urds.

e The total value of humanitarian goods to the Kurdish 13% account should
have been around $8.4bn (13% of the $64.4bn of UN declared Iraqi oil sales);

e Iraqi Kurdistan, according to our calculations, received goods worth only
around $4.4bn (6.8% of the $64.4bn of UN declared Iraqi oil sales);

e The UN Secretariat admitted in July 2003 that there was $1.6bn in cash of
unspent 13% account money (2.5% of the $64.4bn of UN declared Iraqi oil
sales, or close to one-fifth of the money owed to the Iraqi Kurds);

e Iraqi Kurdistan is therefore owed some $4bn in OFF humanitarian goods.
Thus far, projects with a value of $750m (0.9% of the $64.4bn of UN declared
Iraqi oil sales have been handed over to the Office of Project Coordination,
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a body set up by the Kurdistan Regional Government and the Coalition Provi-
sional Authority.

What should come next? We propose:

e A full and independent inquiry into OFF that is entirely separate from the
UN. The current inquiry and its remit is inadequate to the task;

e All OFF funds and purchases must be fully accounted for under the auspices
of a genuinely independent and external audit. A full statement of must be
delivered by OIP for the Kurdish 13% account. We hope that you will fully
support our request for what is rightfully ours;

e Iraqi Kurdistan should receive all withheld OFF funds, with interest, and be
compensated for delayed good deliveries. It is not right that the US taxpayer
be asked to take up the burden created by the incompetence and corruption
that was rife in OFF.

THE UN OIL FOR FOOD PROGRAM (OFF) AND THE IRAQI KURDS

1. How OFF was supposed to work

To alleviate the effect of UN sanctions imposed in 1990, the UN and the Iraqi
regime agreed OFF. A key official negotiating OFF was the then UN Under Sec-
retary-General, Kofi Annan. OFF was set up by UN Security Council Resolution
986, passed in 1995 (UNSCR 986/1995, appendix 1) which stipulated that Iraq only
be sold oil was under UN supervision. Humanitarian goods were then to be supplied
to the areas of Iraq under the Iraqi regime’s control and to the three northern
governorates of Iraqi Kurdistan.

The oil revenues were divided up into four streams:

e 59% for humanitarian goods to be delivered to the areas of Iraq under
Saddam’s control;

e 13% for humanitarian goods to be delivered to Iraqi Kurdistan;

e 3% to cover UN administrative costs (of which 2.2% OFF and 0.8% arms in-
spections);

e 25% to be paid in compensation for the Iraqi invasion of Kuwait.

Implementation of OFF was regulated by the Memorandum of Understanding
(MOU) between the UN and the Iraqi regime and the KRG (appendix 2). OFF was
run by the UN Office of the Iraq Program (OIP), headed by Benon Sevan.2

Humanitarian goods were defined in the MOU paragraph 5 of Section II (appen-
dix 2) as: “medicine, health supplies, foodstuffs and materials and supplies for es-
sential civilian needs.” Although nothing like the full allocation of goods was ever
delivered to Iraqi Kurdistan, the definition of humanitarian goods was stretched to
include funding for “Project of construction of olympic sports city” (sic).? The cost
of the project was $20m.4 Sports in Iraq were under the control of Saddam Hus-
sein’s older son, Uday.

EXECUTIVE SUMMARY

Key concerns

e The UN Oil-for-Food programme (OFF) failed to deliver the promised benefits to
the citizens of Iraq. In particular the population of the three northern
governorates of Iraqi Kurdistan (Dohuk, Suleimani and Irbil, henceforth Iraqi
Kurdistan) never received their full allocation of OFF humanitarian goods;

e Iraqi Kurdistan was allocated 13% of the value of goods from Iraqi oil revenues
sold under OFF. The total value of humanitarian goods to the Kurdish 13% ac-

20ffice of the Iraq Programme Oil-for-Food, homepage http:/www.un.org/Depts/oip/ (last
accessed April 11, 2004).

3Borad (sic) OF Youth and Sports M.O.U (phase 11), 13—-05-00034 SECT(34) Project of con-
struction of olympic sports city Including :Architecture works Civil works Electrical works Me-
chanical works All other requirements, available at http:/www.un.org/Depts/oip/dp/dp11/13—
05.pdf (last accessed April 11, 2004).

4 ANNEX III [Original: English] Distribution plan for phase XII Submitted by the government
of Iraq to the Secretary-General in accordance with the memorandum of understanding of 20
May 1996 and Security Council resolution 1409 (2002) paragraph 237 “$20 million will be allo-
cated for the construction of the Olympic stadium which include several electrical and mechan-
ical works as well as sanitary installations. In addition, this amount will be utilized for the im-
portation of equipment sets, air conditioning sets, communication networks and electronic com-
puters.” Available at http:/www.un.org/Depts/oip/dp/dp12/execsummary.pdf (last accessed April
11, 2004)
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count should have been equal to $8.4bn. The international community earmarked
money for the Kurds to safeguard against Saddam’s regime discriminating against
the Kurds and in recognition of the disproportionate suffering of Iraqi Kurdistan
during the years of Saddam’s rule;

e In practise, Iraqi Kurdistan received goods worth only around $4.4bn (6.8% of
Iraqi oil revenues);

e Iraqi Kurdistan is therefore owed some $4bn in OFF goods;

e OFF often maintained large cash balances of up to $12bn. Interest earnings on
these cash balances, and in particular on the value of goods owed to Iraqi
Kurdistan, have not been accounted for;

e OFF failed to protect Iraqi Kurdistan against the kind of Arab nationalist dis-
crimination against the Kurds that the Iraqi state had practiced for decades. In-
stead, OFF became a vehicle for discrimination by withholding humanitarian
goods from the Kurds;

e Iraqi Kurdistan did not receive its full OFF allocation because of political manipu-
lation by the Iraqi regime, with which the UN was complicit, UN inefficiencies
and UN political bias;

e Iraqi Kurdistan demonstrably used its meagre share of OFF goods more efficiently
than the Iraqi regime.

Recommendations

e Iraqi Kurdistan is now a recognised legal entity within the framework of the
Transitional Administrative Law (TAL) and, along with the government of Iraq,
may be in a position to take legal action to recover what it is owed from OFF.

e There must be a full and independent inquiry into OFF that is entirely separate
from the UN

e All OFF funds and purchases must be fully accounted for under the auspices of
a genuinely independent and external audit;

e Iraqi Kurdistan should receive all withheld OFF funds, with interest, and be com-
pensated for delayed good deliveries.

ANALYSIS

1. How OFF was supposed to work

To alleviate the effect of UN sanctions imposed in 1990, the UN and the Iraqi
regime agreed OFF. A key official negotiating OFF was the then UN Under Sec-
retary-General, Kofi Annan. OFF was set up by UN Security Council Resolution
986, passed in 1995 (UNSCR 986/1995, appendix 1) which stipulated that Iraq only
be sold oil was under UN supervision. Humanitarian goods were then to be supplied
to the areas of Iraq under the Iraqi regime’s control and to the three northern
governorates of Iraqi Kurdistan.

The oil revenues were divided up into four streams:

e 59% for humanitarian goods to be delivered to the areas of Iraq under
Saddam’s control;

e 13% for humanitarian goods to be delivered to Iraqi Kurdistan;

e 3% to cover UN administrative costs (of which 2.2% OFF and 0.8% arms in-
spections);

® 25% to be paid in compensation for the Iraqi invasion of Kuwait.

Implementation of OFF was regulated by the Memorandum of Understanding
(MOU) between the UN and the Iraqi regime and the KRG (appendix 2). OFF was
run by the UN Office of the Iraq Program (OIP), headed by Benon Sevan.?

Humanitarian goods were defined in the MOU paragraph 5 of Section II (appen-
dix 2) as: “medicine, health supplies, foodstuffs and materials and supplies for es-
sential civilian needs.” Although nothing like the full allocation of goods was ever
delivered to Iraqi Kurdistan, the definition of humanitarian goods was stretched to
include funding for “Project of construction of olympic sports city” (sic).6 The cost

50ffice of the Iraq Programme Oil-for-Food, homepage http://www.un.org/Depts/oip/ (last
accessed April 11, 2004).

6Borad (sic) OF Youth and Sports M.O.U (phase 11), 13-05-00034 SECT(34) Project of con-
struction of olympic sports city Including :Architecture works Civil works Electrical works Me-
chanical works All other requirements, available at http:/www.un.org/Depts/oip/dp/dp11/13—
05.pdf (last accessed April 11, 2004).
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of the project was $20m.7 Sports in Iraq were under the control of Saddam Hus-
sein’s older son, Uday.

2. OFF and the KRG

Iraqi Kurdistan is governed by the Kurdistan Regional Government (KRG) with
two administrations. One administration is based in Irbil and is majority controlled
by the Kurdistan Democratic Party (KDP). The other in Suleimani is majority con-
trolled by the Patriotic Union of Kurdistan (PUK). Although each administration
has its own ministries for social services, the two administrations integrated their
operations for OFF.

The KRG authorities have been providing comprehensive public services to their
populations since 1992. These include healthcare, education, personal security and
social services to approximately four million Iraqi citizens in Iraqi Kurdistan, a re-
gion the size of Vermont.

Although the KRG authorities provided essential support services for the imple-
mentation of OFF projects, they never received their administrative costs associated
with running these public services from OFF. Instead, the KRG was responsible for
paying salaries of all schoolteachers, doctors, health care workers and public utility
employees, as well as covering the costs of law enforcement duties. This was done
by raising revenues through local duties and taxes. The burden on the KRG of ad-
ministrative costs was higher than for the Iraqi regime because:

o the Iraqi regime imposed a blockade of Iraqi Kurdistan in violation of its un-
dertakings. The MOU (MOU paragraph 5 in Section II, see appendix 2) had
clearly stated that the Iraqi regime “throughout the country” would “effec-
tively guarantee equitable distribution” of “medicine, health supplies, food-
stuffs and materials and supplies for essential civilian needs.” Instead, there
was intermittent withholding of petrol supplies (appendix 8)

e there were embargoes applied by regional states specifically against Iraqi
Kurdistan;

e the KRG had incurred the additional costs of having to start their administra-
tions from scratch after the Iraqi regime withdrew its administration from
Iraqi Kurdistan in October 1991.

3. How OFF withheld money to Iraqi Kurdistan

The supposed 13% in revenues from OFF equalled only 6.8% because of Iraqi re-
gime obstruction that the UN facilitated and abetted. The UN Security Council
mandated that 13% of Iraqi oil revenues were to provide humanitarian goods for
Iraqi Kurdistan. Due to Iraqi obstruction, aided and abetted by the UN, goods worth
only 6.8% of revenues were delivered.

The KRG realised early on that OFF was not working well and sent a memo-
randum to the UN in 1999 (appendix 3).

The Iraqi regime held up spending in Iraqi Kurdistan and discriminated against
the region by:

e delaying or impeding the flow of materials and technical experts to Iraqi
Kurdistan;

refusing to issue visas to UN staff and experts. Under the MOU staff working
for OFF had “the right of unimpeded entry into and exit from Iraq” and that
visas be issued “promptly and free of charge” (MOU paragraph 46 in Section
VIII, see appendix 2). The Iraqi regime frequently violated this obligation, a
violation that the UN failed to address;

o refusing to allow a power station to be built in Iraqi Kurdistan;

preventing supplies of vital goods. For example, during 2002, the chief mater-
nity hospital in Suleimani was receiving no more than 2,000 surgical gloves
per month when 10,000 were required (see appendix 7);

exploiting the mention in UNSCR 986/1995 and the 1995 Memorandum of
Understanding of the UN’s support for “the sovereignty and territorial integ-
rity of Iraq” to hold up spending Iraqi Kurdistan because of the alleged sepa-

7ANNEX III [Original: English] Distribution plan for phase XII Submitted by the government
of Iraq to the Secretary-General in accordance with the memorandum of understanding of 20
May 1996 and Security Council resolution 1409 (2002) paragraph 237 “$20 million will be allo-
cated for the construction of the Olympic stadium which include several electrical and mechan-
ical works as well as sanitary installations. In addition, this amount will be utilized for the im-
portation of equipment sets, air conditioning sets, communication networks and electronic com-
puters.” Available at http:/www.un.org/Depts/oip/dp/dp12/execsummary.pdf (last accessed April
11, 2004)
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ratism of the Iraqi Kurds. In fact, the KRG never declared independence and
continued to use Iraqi currency and regard themselves as part of Iragq;
recruiting UN staff to help Iraqi intelligence. In one case a Tunisian working
for the UN was caught with explosives in his car while in Iraqi Kurdistan.
Iraqi intelligence sabotaged the work of those UN personnel and offices that
they could not suborn. Iraqi intelligence appears to have been behind the
murder in 1998 of Nicholas Speight, a New Zealander working for UNOPS
on de-mining;

failing to allow necessary equipment, such as large number of de-mining
equipment,;

refusing to provide UN with map/records of the mine fields and a continuous
targeted campaign against the UN program in the region;

The UN participated in withholding spending from the 13% account for Iraqi
Kurdistan through:

the employment of poor quality staff, personnel who clearly lacked expertise
in their respective fields and who undertook inferior and wasteful procure-
ment policies (appendix 4);

delaying implementation of the building of a hospital in Suleimani, a city of
700,000 that still does not have a proper general hospital. Funds were allo-
cated in 1998 but the hospital has yet to be built. The official responsible was
Dr Hussein Abdel-Razzak Al Gezairy, the regional director of the World
Health Organization (WHO) East Mediterranean Regional Office (EMRO).8
Foreign and Kurdish doctors protested about the behaviour of the UN with
regard to hospitals in a letter in 2002 (appendices 3 and 5);

the absence of proper and adequate consultation with the local authorities;

the lack of proper co-coordinating procedure by the various UN agencies
among themselves;

a poorly thought out the general concept and management of OFF from incep-
tion. Secretary-General Annan received a recommendation from UNOPS, the
only self-financing UN agency which undertakes project-management serv-
ices, to create one sole agency to run OFF. The sole agency recommended by
UNOPS would have set policy, implemented the program and dealt with the
Iraqi partners directly. Instead, the Secretary-General set up the Office of the
Iraq Program (OIP) in New York and a coordinating office known as the UN
Humanitarian Coordinator for Iraq (UNOCHI). UNOCHI reported to OIP.
Also reporting to OIP, but working side by side to UNOCHI, were nine sepa-
rate UN agencies, each of which in turn delegated the work to their Middle
East regional offices which in turn dealt with the Iraqi partners;

excessive bureaucracy that caused needless delays in carrying out already
agreed projects;

allowing the Iraqi regime to dictate hiring policies. There was a tacit agree-
ment between OIP and the Iraqi regime that none of the foreign UN staff
would be either British or American nationals. In addition, the OIP and UN
agencies deliberately refused to employ any Kurd among its international
staff, even though there are many well-known Kurds working within the UN
system with valuable expertise on Iraq. The result was that a large number
of staff from Arab countries, France and Russia ended up dominating the pro-
gramme. Many of these staff members were openly hostile to the Iraqi Kurds.
The actual programme heads of OFF ended up becoming lobbyists against the
very sanction that the UN sought to enforce.

The UN gave itself a clear financial incentive to add bureaucracy to OFF through
its very high 2.2% administrative fee. The size of the fee was entirely unjustified
and has been widely condemned. One experienced oil executive, Edward C. Chow,?
a visiting scholar at the Carnegie Endowment for International Peace, a Washington
D.C. think tank, stated on April 17, 2003 that:

8 Profile of Dr Hussein Abdel-Razzak Al Gezairy available at http://www.emro.who.int/rd/biog-
raphy.htm (last accessed April 10, 2004). Dr Al Gezairy has been regional director since 1982.

2004)

9 Biography available at http:/www.ceip.org/files/about/Staff.asp?r=171 (last accessed April 10,
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“The U.N. Oil-for-Food Program currently takes an administrative cost mar-
gin of 2% percent. That is enormous. I mean, that is absolutely huge. . . . That
is outrageous.” 10

Despite these obstacles, the KRG used the 6.8% goods that were handed over
more efficiently than the 59% of oil revenues given to the Iraqi regime. For example,
infant mortality in Iraqi Kurdistan dropped despite the UN sanctions, regional sanc-
tions and the Kurdish civil war.

OFF also undermined the economy of Iraqi Kurdistan and continued the Iraqi re-
gime policy of destroying Kurdish agriculture. During the 1980s Iraq had imported
large quantities of foreign wheat even though wheat could be grown at a far lower
cost in Iraqi Kurdistan. OFF engaged in the blanket distribution of free food. This
prevented the rehabilitation of Iraqi Kurdistan’s agricultural sector. Farmers had no
local market in which to sell agricultural products, which forced down prices and
kept unemployment higher than necessary.

The end result of UN and Iraqi regime obstruction was that by the time of the
Iraq war in March 2003, Iraqi Kurdistan was owed an estimated $4bn or 47.6% of
the value of goods that should have been delivered to Iraqi Kurdistan.

4. How the UN deliberately made OFF unaccountable

The UN took immediate advantage of the impending hostilities in early 2003 to
come up with a plan that would allow it to mingle monies in the 59% and 13% ac-
counts. The logic of the plan was that the Iraq war would lead to a humanitarian
catastrophe. The UN would therefore need immediate access to cash to provide hu-
manitarian relief to Iraqis. The UN therefore planned to take unspent 13% account
money and use it as it saw fit. The convenient result would be that full accounting
for unspent 13% account money would became extremely difficult.

The two Kurdish leaders, Massoud Barzani of the KDP and Jalal Talabani of the
PUK, wrote to Mr Annan on February 10, 2003 to protest at plans to merge the
13% and 59% accounts. They never received a reply to their letter (appendix 9).

4.i. UNSCR 1472/2003

Kofi Annan then wrote to the UN Security Council in March 2003 proposing the
very plan that the Kurdish leaders had decried a month earlier. The Security Coun-
cil Resolution put this plan into effect with UNSCR 1472/2003, passed during Oper-
ation Iraqi Freedom on March 28, 2003 (appendix 10) which:

e authorized the UN Secretary General to assume responsibility for the imple-
mentation of the OFF program for forty-five days;

e allowed the UN Secretary General to move money between the 13% and 59%
accounts;

institutionalised the misuse of revenues destined for Iraqi Kurdistan. Existing
unspent revenue, most of which came from the 13% account, could be spent
as the UN Secretary General saw fit. Clause 4 (f) stated that the money could
be spent: “irrespective of the phase in which such funds entered the escrow
accounts or the phase to which those funds may have been allocated.” Clause
4 (f) clearly related to unspent by Kurdish 13% account money as there was
little unspent money in the 59% account;

further diminished accountability. The transfer between the 13% and 59% ac-
counts was to be “on an exceptional and reimbursable basis” but there was
no appropriate stipulation given as to the manner and timing of the reim-
bursement.

The Iraq war proved to be brief. There were no large refugee movements, short-
ages of food or epidemics. The provision in UNSCR 1472/2003 to allow for the 13%
and 59% accounts to be merged was therefore redundant. Despite this, the UN Sec-
retariat sought permission to keep OFF going under the new rules. The KRG rep-
resentation at the UN warned against any measures which would leave OFF unac-
countable and which might make it difficult to trace 13% account money (appendix
11). Again the UN paid no heed to the views of the KRG.

During post-war negotiations on a new UNSCR to potentially lift sanctions, and
so end the need for OFF, the UN Secretariat asked UN Security Council to prolong
the life of OFF. OFF was temporarily suspended on March 17, 2003 when the UN
pulled its staff out of Iraq. UNSCR 1472/2003 of March 28, 2003 kept OFF going

10 Carnegie Endowment for International Peace, “BRIEFING ON IRAQ’S FUTURE: WHAT
NOW?” Transcript available at:
http://www.ceip.org/files/events/2003—-04—18-iraq-future-tscript.asp (last accessed April 10, 2004).
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for a further 45 days. Benon Sevan, the executive director of OIP, was forced to
admit to a closed meeting of UN Security Council on April 22, 2003 that:

e 11 of these 45 days had been taken up with dealing with procedural matters;

e that just $454.6 million in contracts had been processed by OFF out of what
he estimated was $10 billion in contracts

As OFF was to end on May 12, 2003, Mr Sevan sought and received permission
for a three-week prolongation to OFF. The UN Security Council unanimously agreed
to keep OFF going until June 3, 2003.

4.ii. UNSCR 1483/2003

After some weeks of negotiation, during which countries which had opposed the
liberation of Iraq and had criticized sanctions threatened to keep sanctions in place,
the UN decided to lift most of the sanctions that had been imposed by UNSCR 661/
1990, with UNSCR 1483/2003 (appendix 12) on May 22, 2003 (there was a follow
up resolution, UNSCR 1500/2003 available at appendix 13).

. AE tl}lle recommendation of the UN Secretary-General, UNSCR 1483/2003 stipu-
ated that:

e remaining funds of the 13% account allocated to Iraqi Kurdistan were to be
put into the Development Fund for Iraq, DFI (clause 16 d) which the Coali-
tion had set up to succeed OFF;

e OFF was to be closed down six months after the resolution on November 21,
2003.

The issue of the unspent 13% account money was not addressed.

4. iii. UN admission that it held $1.6 billion in Kurdish cash
The extent to which the UN had failed Iraqi Kurdistan started to come into the
open during the summer of 2003. In a joint article in The New York Times (“What
Iraq Needs Now” July 9, 2003), Massoud Barzani and Jalal Talabani stated that:

“It is a scandal that $4 billion destined for the Kurds sits, unused, in a
United Nations-controlled French bank account because of past obstruction by
Saddam Hussein and the present incompetence of the United Nations bureauc-
racy.”

In reply, Edward Mortimer, Director of Communications for the UN Secretary
General in a letter dated July 11, 2003 “UN and Iraqi Kurds” (The New York Times
July 14, 2003) stated that:

“In fact, as of May 22, when the Security Council adopted Resolution 1483,
there was only $1.6 billion in uncommitted funds in the account for the Kurd-
ish-controlled area.”

The statement about the “$1.6 billion in uncommitted funds” (i.e. cash) was an
admission that 19% of the money due to Iraqi Kurdistan had not been spent on hu-
manitarian goods as was promised.

4. iv. UNSCR 1511/2003 and OFF project handover

UNSCR 1511/2003 of October 8, 2003 (appendix 14) gave recognition to the Iraqi
Governing Council (IGC). UNSCR 1511/2003 stated in clause 4 that:

“the Governing Council and its ministers are the principal bodies of the Iraqi
interim administration, which, without prejudice to its further evolution, em-
bodies the sovereignty of the State of Iraq during the transitional period until
an internationally recognized, representative government is established and as-
sumes the responsibilities of the Authority [Coalition Provisional Authority].”

The recognition of the IGC meant that for the first time the Kurds ended up fully
in charge of their OFF projects. When OFF was closed the UN handed over all OFF
projects to the Coalition Provisional Authority (CPA), which then gave them to the
IGC. All Iraqi Kurdistan 13% projects were given by the IGC to the KRG Office of
Project Coordination (OPC) in Irbil.1! The total value of projects under OPC is just
$750 million, of which not one penny had been allocated to de-mining.

OPC is precisely the structure that OFF should have adopted from the beginning
but did not. OPC is a professional, streamlined business-style framework that is
independent of the KRG but that has the full support of the KRG and operates ac-
cording to international norms of accountability and transparency.

11The Office of Project Coordination website is http://www.opc-krg.net/ (last accessed April 20,
2004).
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Significantly, OPC is headed by Dr. Akram Jaff, a former Middle East Director
of FAO (a UN agency). Dr. Jaff was never employed or consulted by OIP during the
operation of OFF, despite his obvious expertise in the field of humanitarian affairs
and, in particular, Iraqi Kurdistan.

4.v. The lack of accounting
The UN handover of OFF to CPA has been grossly inadequate. For example, not
a simple bank statement has been given by the UN in New York to CPA or the
I1GC.12
With regard to the 13% Iraqi Kurdistan account, the situation is even more unsat-
isfactory. Of the $4 billion that is likely owed to Iraqi Kurdistan:

e just $750 million in money committed to humanitarian goods and humani-
tarian projects has been given to OPC;

e the $1.6 billion in “uncommitted funds” (i.e. cash) has not been accounted;

e the balance of the likely $4 billion owed to Iraqi Kurdistan is $1.65 billion.
This money remains unaccounted for;

o there is no explanation as to what has happened to interest earnings on any
of the unused 13% account monies.

APPENDICES
APPENDIX 1

UNITED NATIONS SECURITY COUNCIL RESOLUTION 986 (1995)
APRIL 14 1995

The Security Council,

Recalling its previous relevant resolutions,

Concerned by the serious nutritional and health situation of the Iraqi population,
and by the risk of a further deterioration in this situation,

Convinced of the need as a temporary measure to provide for the humanitarian
needs of the Iraqi people until the fulfilment by Iraq of the relevant Security Coun-
cil resolutions, including notably resolution 687 (1991) of 3 April 1991, allows the
Council to take further action with regard to the prohibitions referred to in resolu-
tion 661 (1990) of 6 August 1990, in accordance with the provisions of those resolu-
tions,

Convinced also of the need for equitable distribution of humanitarian relief to all
segments of the Iraqi population throughout the country,

Reaffirming the commitment of all Member States to the sovereignty and terri-
torial integrity of Iragq,

Acting under Chapter VII of the Charter of the United Nations,

1. Authorizes States, notwithstanding the provisions of paragraphs 3 (a), 3 (b) and
4 of resolution 661 (1990) and subsequent relevant resolutions, to permit the import
of petroleum and petroleum products originating in Iraq, including financial and
other essential transactions directly relating thereto, sufficient to produce a sum not
exceeding a total of one billion United States dollars every 90 days for the purposes
set out in this resolution and subject to the following conditions:

(a) Approval by the Committee established by resolution 661 (1990), in order to
ensure the transparency of each transaction and its conformity with the other provi-
sions of this resolution, after submission of an application by the State concerned,
endorsed by the Government of Iraq, for each proposed purchase of Iraqi petroleum
and petroleum products, including details of the purchase price at fair market value,
the export route, the opening of a letter of credit payable to the escrow account to
be established by the Secretary-General for the purposes of this resolution, and of
any other directly related financial or other essential transaction;

(b) Payment of the full amount of each purchase of Iraqi petroleum and petroleum
products directly by the purchaser in the State concerned into the escrow account
to be established by the Secretary-General for the purposes of this resolution;

2. Authorizes Turkey, notwithstanding the provisions of paragraphs 3 (a), 3 (b)
and 4 of resolution 661 (1990) and the provisions of paragraph 1 above, to permit
the import of petroleum and petroleum products originating in Iraq sufficient, after
the deduction of the percentage referred to in paragraph 8 (c) below for the Com-
pensation Fund, to meet the pipeline tariff charges, verified as reasonable by the

12Claudia Rosett “Turtle Bay’s Carnival of Corruption: Digging deeper into the scandalous
Oil-for-Food program”, National Review Online, March 21, 2004,http:/www.nationalreview.com/
comment/rosett200403212155.asp (last accessed April 12, 2004).
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independent inspection agents referred to in paragraph 6 below, for the transport
of Iraqi petroleum and petroleum products through the Kirkuk-Yumurtalik pipeline
in Turkey authorized by paragraph 1 above;

3. Decides that paragraphs 1 and 2 of this resolution shall come into force at
00.01 Eastern Standard Time on the day after the President of the Council has in-
formed the members of the Council that he has received the report from the Sec-
retary-General requested in paragraph 13 below, and shall remain in force for an
initial period of 180 days unless the Council takes other relevant action with regard
to the provisions of resolution 661 (1990);

4. Further decides to conduct a thorough review of all aspects of the implementa-
tion of this resolution 90 days after the entry into force of paragraph 1 above and
again prior to the end of the initial 180 day period, on receipt of the reports referred
to in paragraphs 11 and 12 below, and expresses its intention, prior to the end of
the 180 day period, to consider favourably renewal of the provisions of this resolu-
tion, provided that the reports referred to in paragraphs 11 and 12 below indicate
that those provisions are being satisfactorily implemented,;

5. Further decides that the remaining paragraphs of this resolution shall come
into force forthwith;

6. Directs the Committee established by resolution 661 (1990) to monitor the sale
of petroleum and petroleum products to be exported by Iraq via the Kirkuk-
Yumurtalik pipeline from Iraq to Turkey and from the Mina al-Bakr oil terminal,
with the assistance of independent inspection agents appointed by the Secretary-
General, who will keep the Committee informed of the amount of petroleum and pe-
troleum products exported from Iraq after the date of entry into force of paragraph
1 of this resolution, and will verify that the purchase price of the petroleum and
petroleum products is reasonable in the light of prevailing market conditions, and
that, for the purposes of the arrangements set out in this resolution, the larger
share of the petroleum and petroleum products is shipped via the Kirkuk-
Yumlllrtalik pipeline and the remainder is exported from the Mina al-Bakr oil ter-
minal;

7. Requests the Secretary-General to establish an escrow account for the purposes
of this resolution, to appoint independent and certified public accountants to audit
it, and to keep the Government of Iraq fully informed;

8. Decides that the funds in the escrow account shall be used to meet the humani-
tarian needs of the Iraqi population and for the following other purposes, and re-
quests the Secretary-General to use the funds deposited in the escrow account:

(a) To finance the export to Iraq, in accordance with the procedures of the Com-
mittee established by resolution 661 (1990), of medicine, health supplies, foodstuffs,
and materials and supplies for essential civilian needs, as referred to in paragraph
20 of resolution 687 (1991) provided that:

(i) Each export of goods is at the request of the Government of Iraq;

(ii) Iraq effectively guarantees their equitable distribution, on the basis of a plan
submitted to and approved by the Secretary-General, including a description of the
goods to be purchased;

(ii1) The Secretary-General receives authenticated confirmation that the exported
goods concerned have arrived in Iraq;

(b) To complement, in view of the exceptional circumstances prevailing in the
three Governorates mentioned below, the distribution by the Government of Iraq of
goods imported under this resolution, in order to ensure an equitable distribution
of humanitarian relief to all segments of the Iraqi population throughout the coun-
try, by providing between 130 million and 150 million United States dollars every
90 days to the United Nations Inter-Agency Humanitarian Programme operating
within the sovereign territory of Iraq in the three northern Governorates of Dihouk,
Arbil and Suleimaniyeh, except that if less than one billion United States dollars
worth of petroleum or petroleum products is sold during any 90 day period, the Sec-
retary-General may provide a proportionately smaller amount for this purpose;

(c) To transfer to the Compensation Fund the same percentage of the funds depos-
ited in the escrow account as that decided by the Council in paragraph 2 of resolu-
tion 705 (1991) of 15 August 1991;

(d) To meet the costs to the United Nations of the independent inspection agents
and the certified public accountants and the activities associated with implementa-
tion of this resolution;

(e) To meet the current operating costs of the Special Commission, pending subse-
quent payment in full of the costs of carrying out the tasks authorized by section
C of resolution 687 (1991);

(f) To meet any reasonable expenses, other than expenses payable in Iraq, which
are determined by the Committee established by resolution 661 (1990) to be directly
related to the export by Iraq of petroleum and petroleum products permitted under
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paragraph 1 above or to the export to Iraq, and activities directly necessary therefor,
of the parts and equipment permitted under paragraph 9 below;

(g) To make available up to 10 million United States dollars every 90 days from
the funds deposited in the escrow account for the payments envisaged under para-
graph 6 of resolution 778 (1992) of 2 October 1992;

9. Authorizes States to permit, notwithstanding the provisions of paragraph 3 (c)
of resolution 661 (1990):

(a) The export to Iraq of the parts and equipment which are essential for the safe
operation of the Kirkuk-Yumurtalik pipeline system in Iraq, subject to the prior ap-
proval by the Committee established by resolution 661 (1990) of each export con-
tract;

(b) Activities directly necessary for the exports authorized under subparagraph (a)
above, including financial transactions related thereto;

10. Decides that, since the costs of the exports and activities authorized under
paragraph 9 above are precluded by paragraph 4 of resolution 661 (1990) and by
paragraph 11 of resolution 778 (1991) from being met from funds frozen in accord-
ance with those provisions, the cost of such exports and activities may, until funds
begin to be paid into the escrow account established for the purposes of this resolu-
tion, and following approval in each case by the Committee established by resolution
661 (1990), exceptionally be financed by letters of credit, drawn against future oil
sales the proceeds of which are to be deposited in the escrow account;

11. Requests the Secretary-General to report to the Council 90 days after the date
of entry into force of paragraph 1 above, and again prior to the end of the initial
180 day period, on the basis of observation by United Nations personnel in Iraq, and
on the basis of consultations with the Government of Iraq, on whether Iraq has en-
sured the equitable distribution of medicine, health supplies, foodstuffs, and mate-
rials and supplies for essential civilian needs, financed in accordance with para-
graph 8 (a) above, including in his reports any observations he may have on the ade-
quacy of the revenues to meet Iraq’s humanitarian needs, and on Iraq’s capacity to
export sufficient quantities of petroleum and petroleum products to produce the sum
referred to in paragraph 1 above;

12. Requests the Committee established by resolution 661 (1990), in close coordi-
nation with the Secretary-General, to develop expedited procedures as necessary to
implement the arrangements in paragraphs 1, 2, 6, 8, 9 and 10 of this resolution
and to report to the Council 90 days after the date of entry into force of paragraph
1 above and again prior to the end of the initial 180 day period on the implementa-
tion of those arrangements;

13. Requests the Secretary-General to take the actions necessary to ensure the
effective implementation of this resolution, authorizes him to enter into any nec-
essary arrangements or agreements, and requests him to report to the Council when
he has done so;

14. Decides that petroleum and petroleum products subject to this resolution shall
while under Iraqi title be immune from legal proceedings and not be subject to any
form of attachment, garnishment or execution, and that all States shall take any
steps that may be necessary under their respective domestic legal systems to assure
this protection, and to ensure that the proceeds of the sale are not diverted from
the purposes laid down in this resolution;

15. Affirms that the escrow account established for the purposes of this resolution
enjoys the privileges and immunities of the United Nations;

16. Affirms that all persons appointed by the Secretary-General for the purpose
of implementing this resolution enjoy privileges and immunities as experts on mis-
sion for the United Nations in accordance with the Convention on the Privileges and
Immunities of the United Nations, and requires the Government of Iraq to allow
them full freedom of movement and all necessary facilities for the discharge of their
duties in the implementation of this resolution;

17. Affirms that nothing in this resolution affects Iraq’s duty scrupulously to ad-
here to all of its obligations concerning servicing and repayment of its foreign debt,
in accordance with the appropriate international mechanisms;

18. Also affirms that nothing in this resolution should be construed as infringing
the sovereignty or territorial integrity of Iraq;

19. Decides to remain seized of the matter.
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APPENDIX 2

IMPLEMENTATION OF SECURITY COUNCIL RESOLUTION 986 (1995) AND THE
MEMORANDUM OF UNDERSTANDING

MEMORANDUM OF UNDERSTANDING BETWEEN THE SECRETARIAT OF THE UNITED NA-
TIONS AND THE GOVERNMENT OF IRAQ ON THE IMPLEMENTATION OF SECURITY COUN-
CIL RESOLUTION 986 (1995)

SECTION I

General provisions

1. The purpose of this Memorandum of Understanding is to ensure the effective
impl)ementation of Security Council resolution 986 (1995) (hereinafter the Resolu-
tion).

2. The Distribution Plan referred to in paragraph 8 (a) (ii) of the Resolution,
which has to be approved by the Secretary-General of the United Nations, con-
stitutes an important element in the implementation of the Resolution.

3. Nothing in the present Memorandum should be construed as infringing upon
the sovereignty or territorial integrity of Iraq.

4. The provisions of the present Memorandum pertain strictly and exclusively to
the implementation of the Resolution and, as such, in no way create a precedent.
It is also understood that the arrangement provided for in the Memorandum is an
exceptional and temporary measure.

SECTION II

Distribution Plan

5. The Government of Iraq undertakes to effectively guarantee equitable distribu-
tion to the Iraqi population throughout the country of medicine, health supplies,
foodstuffs and materials and supplies for essential civilian needs (hereinafter hu-
manitarian supplies) purchased with the proceeds of the sale of Iraqi petroleum and
petroleum products.

6. To this end, the Government of Iraq shall prepare a Distribution Plan describ-
ing in detail the procedures to be followed by the competent Iraqi authorities with
a view to ensuring such distribution. The present distribution system of such sup-
plies, the prevailing needs and humanitarian conditions in the various Governorates
of Iraq shall be taken into consideration with due regard to the sovereignty of Iraq
and the national unity of its population. The plan shall include a categorized list
of the supplies and goods that Iraq intends to purchase and import for this purpose
on a six-month basis.

7. The part of the Distribution Plan related to the three northern Governorates
of Arbil, Dihouk and Suleimaniyeh shall be prepared in accordance with Annex I,
which constitutes an integral part of this Memorandum.

8. The Distribution Plan shall be submitted to the Secretary-General of the
United Nations for approval. If the Secretary-General is satisfied that the plan ade-
quately ensures equitable distribution of humanitarian supplies to the Iraqi popu-
lation throughout the country, he will so inform the Government of Iraq.

9. It is understood by the Parties to this Memorandum that the Secretary-General
will not be in a position to report as required in paragraph 13 of the Resolution un-
less the plan prepared by the Government of Iraq meets with his approval.

10. Once the Secretary-General approves the plan, he will forward a copy of the
categorized list of the supplies and goods, which constitutes a part of the plan, to
the Security Council Committee established by resolution 661 (1990) concerning the
situation between Iraq and Kuwait (hereinafter the 661 Committee) for information.

11. After the plan becomes operational, each Party to the present Memorandum
may suggest to the other for its consideration a modification to the plan if it believes
that such adjustment would improve the equitable distribution of humanitarian sup-
plies and their adequacy.

SECTION III

Establishment of the escrow account and audit of that account

12. The Secretary-General, after consultations with the Government of Iraq, will
select a major international bank and establish there the escrow account described
in paragraph 7 of the Resolution, to be known as “the United Nations Iraq Account”
(hereinafter the “Iraq Account”). The Secretary-General will negotiate the terms of
this account with the bank and will keep the Government of Iraq fully informed of
his actions in choosing the bank and opening the account. All transactions and de-
ductions mandated by the Security Council under paragraph 8 of the Resolution



24

shall be made from the “Iraq Account”, which will be administered in accordance
with the relevant Financial Regulations and Rules of the United Nations.

13. The Iraqi authorities might designate a senior banking official to liaise with
Zhe Secretariat of the United Nations on all banking matters relating to the “Iraq

ccount”.

14. In accordance with the United Nations Financial Regulations, the “Iraq Ac-
count” will be audited by the Board of Auditors who are external independent public
auditors. As provided for in the Regulations, the Board of Auditors will issue peri-
odic reports on the audit of the financial statements relating to the account. Such
reports will be submitted by the Board to the Secretary-General who will forward
them to the 661 Committee and to the Government of Iraq.

15. Nothing in this Memorandum shall be interpreted to create a liability on the
part of the United Nations for any purchase made by the Government of Iraq or
any agents acting on its behalf pursuant to the provisions of the Resolution.

SECTION IV

Sale of petroleum and petroleum products originating in Iraq

16. Petroleum and petroleum products originating in Iraq will be exported via the
Kirkuk-Yumurtalik pipeline through Turkey and from the Mina al-Bakr oil ter-
minal. The 661 Committee will monitor the exports through those outlets to ensure
that they are consistent with the Resolution. Transportation costs in Turkey will be
covered by an additional amount of oil, as foreseen in the Resolution and in accord-
ance with procedures to be established by the 661 Committee. The arrangement be-
tween Iraq and Turkey concerning the tariffs and payment modalities for the use
of Turkish oil installations has been provided to the 661 Committee.

17. Each export of petroleum and petroleum products originating in Iraq shall be
approved by the 661 Committee.

18. Detailed provisions concerning the sale of Iraqi petroleum and petroleum prod-
uctsd are contained in Annex II, which constitutes an integral part of this Memo-
randum.

SECTION V

Procurement and confirmation procedures

19. The purchase of medicine, health supplies, foodstuffs, and materials and sup-
plies for essential civilian needs of the Iraqi population throughout the country, as
referred to in paragraph 20 of resolution 687 (1991), will, subject to paragraph 20
below, be carried out by the Government of Iraq, will follow normal commercial
practice and be on the basis of the relevant resolutions of the Security Council and
procedures of the 661 Committee.

20. The purchase of humanitarian supplies for the three northern Governorates
of Arbil, Dihouk and Suleimaniyeh, as provided for in the Distribution Plan, will
be carried out in accordance with Annex I.

21. The Government of Iraq will, except as provided for in paragraph 20, contract
directly with suppliers to arrange the purchase of supplies, and will conclude the
appropriate contractual arrangements.

22. Each export of goods to Iraq shall be at the request of the Government of Iraq
pursuant to paragraph 8 (a) of the Resolution. Accordingly, exporting States will
submit all relevant documentation, including contracts, for all goods to be exported
under the Resolution to the 661 Committee for appropriate action according to its
procedures. It is understood that payment of the supplier from the “Iraq Account”
can take place only for items purchased by Iraq that are included in the categorized
list referred to in Section II of the present Memorandum. Should exceptional cir-
cumstances arise, applications for the export of additional items may be submitted
to the 661 Committee for its consideration.

23. As noted above, the 661 Committee will take action on applications for the
export of goods to Iraq in accordance with its existing procedures subject to future
modifications under paragraph 12 of the Resolution. The 661 Committee will inform
the Government of Iraq, requesting States, and the Secretary-General of the actions
taken on the requests submitted.

24. After the 661 Committee has taken action on the applications for export in
accordance with its procedures, the Central Bank of Iraq will request the bank hold-
ing the “Iraq Account” to open irrevocable letters of credit in favour of the bene-
ficiaries. Such requests shall be referred by the bank holding the “Iraq Account” to
the United Nations Secretariat for approval of the opening of the letter of credit by
the latter bank, allowing payment from the “Iraq Account” upon presentation of
credit-conform documents. The letter of credit will require as condition of payment,
inter alia, the submission to the bank holding the “Iraq Account” of the documents
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to be determined by the procedures established by the 661 Committee, including the
confirmations by the agents referred to in paragraph 25 below. The United Nations,
after consultations with the Government of Iraq, shall determine the clause to be
inserted in all purchase orders, contracts and letters of credit regarding payment
terms from the “Iraq Account”. All charges incurred in Iraq are to be borne by the
applicant, whereas all charges outside Iraq are for the account of the beneficiary.

25. The arrival of goods in Iraq purchased under the plan will be confirmed by
independent inspection agents to be appointed by the Secretary-General. No pay-
ments can be made until the independent inspection agents provide the Secretary-
General with authenticated confirmation that the exported goods concerned have ar-
rived in Iraq.

26. The independent inspection agents may be stationed at relevant Iraqi entry
points, customs areas or other locations where the functions set out in paragraph
27 of this Section can be performed. The number and location of the stationing
points for the agents will be designated by the United Nations after consultations
with the Government of Iragq.

27. The independent inspection agents will confirm delivery to Iraq of shipments.
They will compare the appropriate documentation, such as bills of lading, other
shipping documents or cargo manifests, and the documents issued by the 661 Com-
mittee, against goods actually arriving in Iraq. They will also have the authority
to perform duties necessary for such confirmation, including: quantity inspection by
weight or count, quality inspection including visual inspection, sampling, and, when
necessary, laboratory testing.

28. The inspection agents will report all irregularities to the Secretary-General
and to the 661 Committee. If the problem is related to normal commercial practice
(e.g., some shortlanded goods), the 661 Committee and the Government of Iraq are
informed, but normal commercial resolution practices (e.g., claims) go forth. If the
matter is of serious concern, the independent inspection agents will hold the ship-
ment in question pending guidance from the 661 Committee.

29. As regards the export to Iraq of parts and equipment which are essential for
the safe operation of the Kirkuk-Yumurtalik pipeline system in Iraq, the requests
will be submitted to the 661 Committee by the national Government of the supplier.
Such requests will be considered for approval by the Committee in accordance with
its procedures.

30. If the 661 Committee has approved a request in accordance with paragraph
29, the provisions of paragraph 24 shall apply. However, since the supplier can ex-
pect payment against future oil sales, as stated in paragraph 10 of the Resolution,
the proceeds of which are to be deposited in the “Iraq Account”, the bank holding
the “Iraq Account” will issue an irrevocable letter of credit stipulating that payment
can only be effected when at the time of drawing the “Iraq Account” has sufficient
disposable funds and the United Nations Secretariat approves the payment.

31. The requirement of authenticated confirmation of arrival provided for in this
Section shall apply also to the parts and equipment mentioned in paragraph 29.

SECTION VI

Distribution of humanitarian supplies purchased under the Distribution Plan

32. The distribution of humanitarian supplies shall be undertaken by the Govern-
ment of Iraq in accordance with the Distribution Plan referred to in Section II of
the present Memorandum. The Government of Iraq will keep the United Nations
observation personnel informed about the implementation of the plan and the activi-
ties that the Government is undertaking.

33. The distribution of humanitarian supplies in the three northern Governorates
of Arbil, Dihouk and Suleimaniyeh shall be undertaken by the United Nations
Inter-Agency Humanitarian Programme on behalf of the Government of Iraq under
the Distribution Plan with due regard to the sovereignty and territorial integrity of
Iraq in accordance with Annex I.

SECTION VII

Observation of the equitable distribution of humanitarian supplies and determina-
tion of their adequacy

GENERAL PROVISIONS

34. The United Nations observation process will be conducted by United Nations
personnel in Iraq under the overall authority of the Department of Humanitarian
Affairs at United Nations Headquarters in New York in accordance with the provi-
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sions described below. Such observation shall apply to the distribution of humani-
tarian supplies financed in accordance with the procedures set out in the Resolution.

35. The objectives of the United Nations observation process shall be:

(a) to confirm whether the equitable distribution of humanitarian supplies to the
Iraqi population throughout the country has been ensured;

(b) to ensure the effectiveness of the operation and determine the adequacy of the
available resources to meet Iraq’s humanitarian needs.

OBSERVATION PROCEDURES

36. In observing the equitable distribution and its adequacy, United Nations per-
sonnel will use, inter alia, the following procedures.

Food items

37. The observation of the equitability of food distribution will be based on infor-
mation obtained from local markets throughout Iraq, the Iraqi Ministry of Trade,
the information available to the United Nations and its specialized agencies on food
imports, and on sample surveys conducted by United Nations personnel. The obser-
vation will also include the quantity and prices of food items imported under the
Resolution.

38. To provide regular updated observation of the most pressing needs, a survey
undertaken by United Nations agencies in cooperation with the appropriate Iraqi
ministries will serve as a baseline for the continuing observation of nutritional sta-
tus of the population of Iraq. This information will take account of public health
data generated by the Ministry of Health (MOH) and the relevant United Nations
agencies.

Medical supplies and equipment

39. Observation regarding distribution of medical supplies and equipment will
focus on the existing distribution and storage system and will involve visits to hos-
pitals, clinics as well as medical and pharmaceutical facilities where such supplies
and equipment are stored. Such observation will also be guided by health statistics
data from MOH and surveys by relevant United Nations agencies.

Water [ sanitation supplies and equipment

40. Observation of distribution of water/sanitation supplies and equipment will
focus on the determination that they are used for their intended purposes. Con-
firmation will be carried out by collecting data on the incidence of water-borne dis-
eases and by water quality control checks by visits to water and sanitation facilities
by representatives of relevant United Nations agencies. In this regard the United
Nations will rely on all relevant indicators.

Other materials and supplies

41. With reference to materials and supplies which do not fall within the three
areas indicated above, in particular, those needed for the rehabilitation of infra-
structures essential to meet humanitarian needs, observation will focus on confirma-
tion that such materials and supplies are delivered to the predefined destinations
in accordance with the Distribution Plan and that they are used for their intended
purposes, and on the determination of whether these materials and supplies are
adequate or necessary to meet essential needs of the Iraqi population.

COORDINATION AND COOPERATION

42. The United Nations observation activities will be coordinated by the Depart-
ment of Humanitarian Affairs at United Nations Headquarters in New York. Obser-
vation will be undertaken by United Nations personnel. The exact number of such
personnel will be determined by the United Nations taking into account the prac-
tical requirements. The Government of Iraq will be consulted in this regard.

43. The Iraqi authorities will provide to United Nations personnel the assistance
required to facilitate the performance of their functions. United Nations personnel
will coordinate with the Iraqi competent authorities.

44. In view of the importance of the functions which United Nations personnel
will perform in accordance with the provisions of this Section of the Memorandum,
such personnel shall have, in connection with the performance of their functions,
unrestricted freedom of movement, access to documentary material which they find
relevant having discussed the matter with the Iraqi authorities concerned, and the
possibility to make such contacts as they find essential.
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SECTION VIII

Privileges and Immunities

45. In order to facilitate the successful implementation of the Resolution the fol-
lowing provisions concerning privileges and immunities shall apply:

(a) officials of the United Nations and of any of the Specialized Agencies per-
forming functions in connection with the implementation of the Resolution shall
enjoy the privileges and immunities applicable to them under Articles V and VII of
the Convention on the Privileges and Immunities of the United Nations, or Articles
VI and VIII of the Convention on the Privileges and Immunities of the Specialized
Agencies to which Iraq is a party;

(b) independent inspection agents, technical experts and other specialists ap-
pointed by the Secretary-General of the United Nations or by heads of the Special-
1zed Agencies concerned and performing functions in connection with the implemen-
tation of the Resolution, whose names will be communicated to the Government of
Iraq, shall enjoy the privileges and immunities accorded to experts on mission for
the United Nations or for the Specialized Agency under Article VI of the Convention
on the Privileges and Immunities of the United Nations or the relevant Annexes of
the 1Convention on the Privileges and Immunities of the Specialized Agencies respec-
tively;

(c) persons performing contractual services for the United Nations in connection
with the implementation of the Resolution, whose names will be communicated to
the Government of Iraq, shall enjoy the privileges and immunities referred to in
sub-paragraph (b) above concerning experts on mission appointed by the United Na-
tions.

46. In addition, officials, experts and other personnel referred to in paragraph 45
above shall have the right of unimpeded entry into and exit from Iraq and shall be
issued visas by the Iraqi authorities promptly and free of charge.

47. Tt is further understood that the United Nations and its Specialized Agencies
shall enjoy freedom of entry into and exit from Iraq without delay or hindrance of
supplies, equipment and means of surface transport required for the implementation
of the Resolution and that the Government of Iraq agrees to allow them to, tempo-
rarily, import such equipment free of customs or other duties.

48. Any issue relating to privileges and immunities, including safety and protec-
tion of the United Nations and its personnel, not covered by the provisions of this
Section shall be governed by paragraph 16 of the Resolution.

SECTION IX

Consultations

49. The Secretariat of the United Nations and the Government of Iraq shall, if
necessary, hold consultations on how to achieve the most effective implementation
of the present Memorandum.

SECTION X

Final clauses

50. The present Memorandum shall enter into force following signature, on the
day when paragraphs 1 and 2 of the Resolution become operational and shall re-
main in force until the expiration of the 180 day period referred to in paragraph
3 of the Resolution.

51. Pending its entry into force, the Memorandum shall be given by the United
Nations and the Government of Iraq provisional effect.
SIGNED this 20th day of May 1996 at New York in two originals in English.
For the United Nations

(Signed) Hans CORELL
Under-Secretary-General
The Legal Counsel

For the Government of Iraq

(Signed) Abdul Amir AL—ANBARI
Ambassador Plenipotentiary
Head of the Delegation of Iraq

ANNEX I

1. In order to ensure the effective implementation of paragraph 8 (b) of the Reso-
lution, the following arrangements shall apply in respect of the Iraqi Governorates
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of Arbil, Dihouk and Suleimaniyeh. These arrangements shall be implemented with
due regard to the sovereignty and territorial integrity of Iraq, and to the principle
of equitable distribution of humanitarian supplies throughout the country.

2. The United Nations Inter-Agency Humanitarian Programme shall collect and
analyze pertinent information on humanitarian needs in the three northern
Governorates. On the basis of that information, the Programme will determine the
humanitarian requirements of the three northern Governorates for discussion with
the Government of Iraq and subsequent incorporation in the Distribution Plan. In
preparing estimates of food needs, the Programme will take into consideration all
relevant circumstances, both within the three northern Governorates and in the rest
of the country, in order to ensure equitable distribution. Specific rehabilitation
needs in the three northern Governorates shall receive the necessary attention.

3. Within a week following the approval of the Distribution Plan by the Secretary-
General, the Programme and the Government of Iraq will hold discussions to enable
the Programme to determine how the procurement of humanitarian supplies for the
three northern Governorates can be undertaken most efficiently. These discussions
should be guided by the following considerations. The bulk purchase by the Govern-
ment of Iraq of standard food commodities and medicine may be the most cost-effec-
tive means of procurement. Other materials and supplies for essential civilian
needs, specifically required for the three northern Governorates, may be more suit-
ably procured through the United Nations system in view of technical aspects re-
lated to their proper use.

4. To the extent that purchases and deliveries are made by the Government of
Iraq in response to the written communication of the Programme, an amount cor-
responding to the cost of the delivered goods will be deducted from the amount allo-
cated to the Programme from the “Iraq Account”.

5. Humanitarian supplies destined for distribution in the three northern
Governorates shall be delivered by the Programme to warehouses located within
these Governorates. Such supplies can also be delivered by the Government of Iraq
or the Programme, as appropriate, to warehouses in Kirkuk and Mosul. The ware-
houses shall be managed by the Programme. The Government of Iraq shall ensure
the prompt customs and administrative clearances to enable the safe and quick
transit of such supplies to the three northern Governorates.

6. The Programme shall be responsible in the three northern Governorates for the
storage, handling, internal transportation, distribution and confirmation of equitable
distribution of humanitarian supplies. The Programme will keep the Government of
Iraq informed on the implementation of distribution.

7. Whenever possible and cost-effective, the Programme shall use appropriate
local distribution mechanisms which are comparable to those existing in the rest of
Iraq in order to effectively reach the population. Recipients under this arrangement
will pay a fee for internal transportation, handling, and distribution as in the rest
of the country. The Programme shall ensure that the special needs of internally dis-
placed persons, refugees, hospital in-patients and other vulnerable groups in need
of supplementary food are appropriately met, and will keep the Government of Iraq
informed.

8. The Programme will observe that humanitarian supplies are used for their in-
tended purposes, through visits to sites and by collecting relevant data. The Pro-
gramme will report to the Department of Humanitarian Affairs at United Nations
Headquarters in New York and the Government of Iraq any violation observed by
the Programme.

ANNEX II

1. The State concerned or, if the 661 Committee so decides, the national petro-
leum purchaser authorized by the 661 Committee, shall submit to the Committee
for handling and approval the application, including the relevant contractual docu-
ments covering the sales of such petroleum and petroleum products, for the pro-
posed purchase of Iraqi petroleum and petroleum products, endorsed by the Govern-
ment of Iraq or the Iraqi State Oil Marketing Organization (hereinafter SOMO) on
behalf of the Government. Such endorsement could be done by sending a copy of
the contract to the 661 Committee. The application shall include details of the pur-
chase price at fair market value, the export route, opening of a letter of credit pay-
able to the “Iraq Account”, and other necessary information required by the Com-
mittee. The sales of petroleum and petroleum products shall be covered by contrac-
tual documents. A copy of these documents shall be included in the information pro-
vided to the 661 Committee together with the application for forwarding to the inde-
pendent inspection agents described in paragraph 4 of this Annex. The contractual
documents should contain the following information: quantity and quality of petro-
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leum and petroleum products, duration of contract, credit and payment terms and
pricing mechanism. The pricing mechanism for petroleum should include the fol-
lowing points: marker crude oil and type of quotations to be used, adjustments for
transportation and quality, and pricing dates.

2. Irrevocable confirmed letters of credit will be opened by the oil purchaser’s
bank with the irrevocable undertaking that the proceeds of the letter of credit will
be paid directly to the “Iraq Account”. For this purpose, the following clauses will
have to be inserted in each letter of credit:

“— Provided all terms and conditions of this letter of credit are complied with,
proceeds lgf this letter of credit will be irrevocably paid into the “Iraq Account” with
. . . Bank”

“— All charges within Iraq are for the beneficiary’s account, whereas all charges
outside Iraq are to be borne by the purchaser.”

3. All such letters of credit will have to be directed by the purchaser’s bank to
the bank holding the “Iraq Account” with the request that the latter adds its con-
fSirOma(t)ion and forwards it to the Central Bank of Iraq for the purpose of advising

MO.

4. The sale of petroleum and petroleum products originating in Iraq will be mon-
itored by United Nations independent oil experts appointed by the Secretary-Gen-
eral of the United Nations to assist the 661 Committee. The monitoring of oil ex-
ports will be carried out by independent inspection agents at the loading facilities
at Ceyhan and Mina al-Bakr and, if the 661 Committee so decides, at the pipeline
metering station at the Irag-Turkey border, and would include quality and quantity
verification. They would authorize the loading, after they receive the information
from the United Nations oil experts that the relevant contract has been approved,
and report to the United Nations.

5. The United Nations will receive monthly reports from SOMO on the actual vol-
ume and type of petroleum products exported under the relevant sales contracts.

6. The United Nations Secretariat and SOMO shall maintain continuing contact
and in particular United Nations oil experts shall meet routinely with SOMO rep-
resentatives to review market conditions and oil sales.

Letter dated 20 May 1996 from the Head of delegation of Iraq addressed to the Legal
Counsel

In reference to the memorandum of understanding signed today and as I advised
you during the discussion that a letter would be sent to you concerning the position
of Iraq as to the cost of production and transportation of oil inside Iraq, I state
below Iraq’s position, which I request that you include in the official record of our
discussion:

The Iraqi delegation explained during the discussion that the cost of production
and transportation of petroleum excluding expenses in local currency, is currently
estimated at US$ 2.00 per barrel. Such cost had to be deducted from the sale price
or recovered through the production and export of extra quantity of petroleum and
petroleum products. In either case the amount referred to above would be deposited
in the “Iraq account” to be utilized for the import of spare parts and other items
necessary for the maintenance and sustaining of production and transportation op-
erations as is the established practice in the oil industry, otherwise production and
transportation operations would be hindered and eventually come to a halt.

Nevertheless, and in order to facilitate the conclusion of this memorandum of un-
derstanding, the Iraqi delegation agreed not to insist on the acceptance of its posi-
tion by the United Nations Secretariat delegation at this stage and agreed to have
it included in a separate letter addressed to the Head of the delegation of the United
Nations Secretariat for consideration in any future discussion.

Although the matter is not discussed, the Iraqi delegation wishes to state that a
third outlet for Iraqi petroleum export could be via the Syrian Arab Republic.

(SIGNED) AMBASSADOR A. AMIR ANBARI
HEAD OF THE DELEGATION OF IRAQ

APPENDIX 3

OIL-FOR-FOOD PROGRAM IN NORTHERN GOVERNATES SUPPORTING DOCUMENT FOR THE
JOINT MEMORANDUM ON BEHALF OF THE KURDISTAN REGIONAL GOVERNMENT (PUK
& KDP) PRESENTED TO THE IRAQ REVIEW PANEL—MARCH 15, 1999

The Kurds and the KRG authority in the region of Iraqi Kurdistan were not con-
sulted in the drafting of the original UNSC resolution 986 and the MOU that regu-
lates its implementation. However the UN Security Council must have found in the
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devastated condition of Iraqi Kurdistan and the great need for rehabilitation of the
region—compelling reasons to set the region’s share of SCR 986 revenues at 13—
15%. Regrettably, a decision by the UN has arbitrarily chosen the lower limit. We
believe a fair and sensible review of the various aspects of 986 must take into con-
sideration the totality of reasons, conditions, and rationale that led to the establish-
ment of the program, and the distinction made with regard to UN’s own implemen-
tation in the three northern governorates as separate from GOI’s control in the rest
of the country.

The amount of 986 revenue targeted for the various phases of the program are
not being realized for the full and effective implementation of the requirements of
those phases. In the enhanced (Phase IV) program, no more than half of the pro-
jected amount has been realized. Phase V is not expected to fair any better.

The time and funding necessary for the resettlement of nearly hundreds of thou-
sands of internally displaced people (due to the destruction of some 4,500 villages
and to forcible transfer of the population as part of GOI’s policy of ethnic cleansing)
can hardly be met by the allocations under the existing phases of the program.

The financial requirements for the rehabilitation of the electricity sector, which
in its present state has serious adverse affects on water and sanitation as well as
on essential services in the region, need to go far beyond the presently projected al-
locations for that sector under UNSC resolution 986 program.

It is being argued that resolution of some of the problems in the 986 program re-
quire changes in the MOU and decisions by the Security Council. As there is great
pressure on the United Nations Office of the Iraq Program to make the 986 imple-
mentation program work, there should also be the willingness to make the nec-
essary changes in that system. Consequently, a review of the program should effect
changes that will:

— allow the UN the capacity to buy local crops from Kurdish farmers and allevi-
ate the apparent disincentive to agriculture resulting from the food distribution pro-
gram;

— enable WFP to deliver the region’s share of flour in the food basket as wheat
to be milled in the region’s established mills that conform to Iraqi standards;

— allow for the transfer of the responsibility for the procurement of medicine,
medical supplies and equipment and their distribution to a system or agency dif-
ferent from the existing one.

The United Nations direct handling and implementation of the program in the
three northern governorates is not only in full agreement with the intent of SCR
986 and the MOU, but it also means that the United Nations, in close consultation
with the region’s authorities is the source of all decisions and assessments. How-
ever, in the face of this there is increasing tendency by the GOI to force decisions
from Baghdad with the aim of bringing the program under its direct control.

A joint FAO/WFP mission that was to investigate the issue of disincentive to agri-
culture resulting from the food distribution program has been barred from entering
the region.

The delivery of some 140 vehicles (pickups, four wheel drives, etc.) ordered by
UNICEF and intended for the northern governorates under UNSC resolution 986,
has been hampered under the pretext of customs regulations and number plate reg-
istration procedures that are being introduced for the first time. An estimated 21
million anti-personnel mines, that on a daily basis threaten civilian lives, have been
planted throughout the Kurdish territory.

When compared to the resources needed for an effective de-mining operation,
present efforts at de-mining under 986 seem truly insignificant. Additionally, Bagh-
dad has not only withheld the appropriate location maps from the relevant UN
agencies, but it also continues to raise objections to present efforts at de-mining.

Under the provisions of the MOU, Iraq has been entrusted with the procurement
of bulk food and medical supplies for the whole of Iraq. Due to the slow pace of dis-
tribution of medical supplies (and consequent accumulation of such supplies in GOI
warehouses); the slow contracting procedures by Kimadia (the Iraqi state company
for drug imports); and WHO’s lack of ability or willingness to challenge forced deci-
sions by the GOI, the 986 food and medicine sector suffers continued problems and
shortcomings.

WHO denies having responsibility for the quality or usability of medicines and
medical equipment procured by the GOI. When evidence of quality control is asked
for it is not given. The agency does not have much of a presence in the region and
those who are in charge claim not to have the necessary control or decision-making
authority.

Within the 986 health care and medicine sector, some of the medicines procured
by the GOI are given to public clinics, pharmacies and other groups in the private
sector. Similar private health facilities in are not covered by this arrangement. The
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result, on top of the exclusion itself, is that medicines are smuggled into the region
and sold on the black market. In such a situation it is nearly impossible to hold
anyone responsible for the sale or distribution of expired or unsuitable medicine.

The program recommended, in January 1998, an increase in the caloric value of
the food baskets and the addition of full cream adult milk and weaning cereal.
These supplements did not arrive in sufficient quantities to permit distribution. In
fact, it was only a year later in January 1999 that stocks were sufficient to permit
their distribution in the food basket for the first time. High-protein biscuits for preg-
nant women and therapeutic milk for malnourished children under five years of age
were provided for in the enhanced distribution plan. Considerable delay occurred in
the signing of contracts by the Iraqi Ministry of Health pertaining to the provision
of these items.

It should also be noted that in addition to a less efficient food ration delivery in
the north, there are no arrangements for the stockpiling of food items in the north-
ern governorates to which food is transferred on a daily basis. There is little doubt
that due to this dependence on GOI’s procurement of food items, repeated staff relo-
cations and periodic mounting tensions can and do adversely affect the food dis-
tribution program in the north.

KRG authorities have had to divert much-needed funds from their own projects
to purchase medicine that is supposed to have been supplied by the WHO under
the program.

Low oil prices and limitations on Iraq’s ability to pump oil are often given as rea-
sons for the lower rate of funds made available for the program. Subsequently, as
the latest report by the UN Secretary General shows, delays in the submission of
and holds placed on applications are also reasons for the inability to utilize funds
apportioned to the oil spare parts sector under Phase IV. The supposedly adverse
affect of the slow rate of reimbursement from ESC (13%) account to the ESB (53%)
account is, when compared to the above reasons, but a small factor in the shortfall
of oil revenues for the program’s implementation.

APPENDIX 4

Kurdistan Regional Government
Council of Ministers
Ministry of Health

Private Bureau

Date: September 3, 2001
Number:

TO: Mr. Tun Myat,Chief Coordinator, OIP, Iraq
Cc: Mr. John Almstrom, Coordinator, North, Erbil
Cc: Dr. Badraddin Fehri

Cc: HE Dr. Barham Salih, Prime Minister

Subject: A Critical Health Situation.

Dear Mr. Myat,

I am writing as a matter of urgency on the status of our health services in our
region, which has reached a critical stage needing immediate attention.

For the past 6 months we have been awaiting such simple matters as “Sticker
Numbers” to start the following essential projects:

&#61623; Heart Rehabilitation Center

&#61623; X-Ray Center

&#61623; Addition of an Emergency Section at the Education Hospital
&#61623; Extension and renovation of Chemchamal Hospital

The region is still suffering from deficiency and total lack of essential drugs and
medical supplies, that have nearly paralyzed the work of our hospitals. Such short-
ages have had catastrophic consequences on the patients requiring emergency treat-
ments. Examples of such essential requirements are lack of surgical gloves, sutures,
Anti D Ampule for Rh negative, And drugs for cancer, after kidney transplants,
drugs given to chronic patients, as those needed for hypertension, heart disease, and
other essential drugs that are constantly needed in the course of treating of a vari-
ety of illnesses. We have been obliged, during the course of the last 9 months, and
due to our emergency needs, to obtain such drugs from the local markets, from a
number of sources, at exorbitant prices, and with inherent dangers, as we had no
other alternatives.
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We wish to emphasize that the situation has reached a point that requires imme-
diate attention. We have continuously emphasized the urgent need of specific drugs
and material referred to above in a number of meetings with yourself and with Dr.
Popal. I am sorry to say that in spite of promises, the situation has remained un-
changed.

We are amazed at the chronic lack of drugs, referred to as life-saving drugs,
among all other drugs that are being supplied to us, as if such drugs have been
hand-picked. We find no logic or satisfying statements from your offices here, in
Erbil, or even from Baghdad. We request that such queries be relayed to Geneva
or to New York immediately in order to soon get logical answers and solutions.

In a jointly held sectoral meeting, in Sulaimania, on May 15th, in your presence,
Dr. Popal, and our colleagues from Erbil, promises were made to address the chronic
shortages of essential medicines, and other problems related to health sector. Unfor-
tunately, nothing has changed.

Further, our people are asking us as whatever happened to the fate of the 400-
Bed Hospital for which sufficient funds have been allocated since Phase VII of the
Distribution Plan.

We believe that, with amply available funds, there is no excuse in delaying the
delivery of our essential health needs. Our people will not forgive those responsible
for such delays. People cannot be blamed if they were to hold the WHO responsible
for the needless deaths of our citizens who die due to lack of medicine and inad-
equate hospitals. WHO’s delaying tactics, inefficiency, and irresponsibility can not
be tolerated any longer.

I hope you take very seriously the content of this letter and please find us an-
swers to our questions.

Sincerely,
DR. YADGAR R. HESHMET
MINISTER OF HEALTH

APPENDIX 5
KURDISTAN REGIONAL GOVERNEMNT MINISTRY OF HUMANITARIAN AFFAIRS SULAIMANI

Memorandum on the Implementation of UN Oil for Food Program In Iraqi
Kurdistan

According to the Security Council Resolution 986 (1995) and the Memorandum of
Understanding (MOU), 1996, together with a special Annex, the United Nations
Secretariat is entrusted to implement the responsibilities of providing humanitarian
assistance and rehabilitation of the three governorates of Dihok, Arbil and
Sulaimani, which constitute the Iraq Kurdistan region. Hence, 13% of the revenues
were to be allocated to the Kurdistan region. It is worth remembering that the rea-
son the UN was chosen for this task was that Iraqi Government could not be trust-
ed to carry out the humanitarian and rehabilitation program in Kurdistan region,
given the political background of devastation it had inflicted on the region during
the previous decade.

The UN program has benefited the region enormously. It has led to marked im-
provement in the citizens’ welfare and health standards according to all statistical
indicators. The contrast with the way the program has been handled in the rest of
Iraq is glaring in all aspects. However, after five years of experience since the pro-
gram started, it is appropriate to review the overall performance of the UN Agencies
in the implementation process, with the view of identifying the shortcomings in the
practical application and overall management of the program. We recognize the dif-
ficult environment in Iraq under which the UN Agencies operate in Kurdistan re-
gion. The goal of this exercise is to offer constructive criticism to improve the per-
formance of the biggest civilian economic project undertaken by the UN ever. We
call upon the UN Secretariat and the Security Council members to address the
issues raised in this memorandum on a priority basis as they are matters of imme-
diate relevance to the security and well being of the citizens of Kurdistan region.
We are willing and prepared to discuss the issues with all the parties involved in
order to achieve the full benefit from this unique program.

Iraqi Tactics

The first issue of concern is the Iraqi Government’s continuous and shrill at-
tempts to thwart attempts to attend to the immediate needs of the region. These,
especially in the last year, have affected the implementation process negatively to
a great extent. Contrary to the letter and spirit of the MOU, the Iraqi regime has
not allowed the UN to fulfill the responsibilities entrusted to it by the Security
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Council. The Iraqi measures have ranged from intimidation of UN staff, proven
cases of Iraqi intelligence attempts of sabotage against UN personnel and offices in
the region, denying and delaying UN requests for visas its staff and experts and
other personnel performing contracted services for the UN in Iraqi Kurdistan; fail-
ure to allow necessary equipment, such as large number of demining equipment, in-
cluding mechanical mini-flails for the demining program, to be released at the bor-
der; refusal to provide UN with map/records of the mine fields and a continuous tar-
geted campaign against the UN program in the region to the extent of the Iraqi del-
egate denouncing the UN in the Security Council debate for looking after of welfare
of dogs used in the demining program! The regime has the audacity to accuse the
UN of failure to implement the program effectively, while continuously trying to
deny the UN the essential tools to implement the program. Unfortunately, this
trend toward undermining the integrity of the UN program has been escalating re-
cently without any counter measures by the Security Council. The Iraqi tactic is to
force the acquiescence of the UN staff in this process so that it becomes yet another
political and economic tool in the hands of the regime to intimidate the region. The
Security Council should use the leverage of the approval procedure for Iraqi applica-
tions for their needs to make sure they do not obstruct the humanitarian and reha-
bilitation efforts in Kurdistan region.

In addition, the Iraqi regime has escalated its campaign of ethnic cleansing in
areas of Kurdistan still under its control i.e. Kirkuk, Khanaqin, Makhmoor and
Sheikhan causing the forced displacement of thousands of Kurdish, Turkoman and
Assyrian families from their homes. Thus, the arrival of the internal refugees has
increased the economic and social burden of the regional authorities.

UN Implementation Process

Many of the problems relating to proper execution of the UN program are con-
nected with the modality of implementation: absence of proper and adequate con-
sultation with the local authorities, the lack of proper co-coordinating procedure by
the various UN agencies among themselves and with the general concept and man-
agement of the program, excessive bureaucratization causing procrastination in car-
rying out already agreed projects, prevalence of poor quality staff who clearly lack
expertise in their respective fields and inferior and wasteful procurement policies;
all of which will considerably undermine the integrity of the overall program, if not
checked soon. Among those agencies mentioned in particular are the World Health
Organization (WHO) and Food and Agriculture Organization (FAO) whose perform-
ances need attention and improvement. The program needs a unified project man-
agement system under one authority, with lines of consultation with specialized
agencies and local authorities.

Procurement

In the last six months there has been a serious deficiency and lack of essential
drugs and medical supplies, which have nearly paralyzed the work of hospitals and
clinics. Shortages in emergency treatment supplies, surgical gloves, cancer drugs,
hypertension and heart drugs have been communicated to the Chief Coordinator of
Office of Iraq Program and the Headquarters in New York without any response.
The proposed hospital project in Sulaimani is a case study on lack of proper plan-
ning, management direction, clarity of decision-making, coordination and oversight,
and concern for the immediate and future humanitarian needs of the community.

In addition to procurement delays, there have been many cases of wasteful pro-
curement practices, due mainly to the mismanagement and lack of competent staff
that make these important decisions. For example, the FAO procured 100,000 tons
of feed at a price of @240 per ton that arrived at the height of the lush spring sea-
son, which was a total waste. Twenty-five chain tractors were procured which were
completely unsuitable for agricultural production (Not a single implement accom-
panied them). Eight vehicles were quarantined in a warehouse last year in
Sulaimani for eight months pending vehicle registration procedure.

Recurring Costs

According to UN figures there are 3.6 million citizens of Kurdistan region who are
being provided with humanitarian and rehabilitation needs. In this regard it is im-
portant to bear in mind that the Iraqi Government unilaterally decided in 1992 to
abdicate its financial and administrative responsibilities in the Kurdistan region.
Furthermore, it imposed its own economic embargo on the region as a policy of in-
timidation. Therefore the regional authorities, for the last ten years, had the respon-
sibility to undertake all those budgetary and public service duties abandoned by
Baghdad. That includes not only providing security and law and order, but all other
civic functions such as education, health, environment and justice. It has been ex-
tremely difficult to fund these services. The UN program is mandated to provide hu-
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manitarian needs of the region. Yet it does not fund the basic activities such as edu-
cation. We have, within our administration area, 75,000 students and 15,000 teach-
ers to cater for. There are three universities in the whole region. The teachers des-
perately need assistance in updating their skills and training them in proper meth-
ods of induction, computer literacy and curriculum instruction. Kindergarten and
primary level schools for children in particular need this assistance.

A specific proposal to train teachers and health worker has been languishing in
the bureaucratic corridors of OIP for many months now. We need an immediate
plan of action on this essential project.

Rehabilitation

The Kurdistan region was subjected to a decade of destruction and genocide prior
to the Gulf war. It is estimated that the Iraqi Army destroyed more than 250,000
people perished 4000 villages during the Anfal campaign in the 1980’s. The impact
of this destruction on the infrastructure and the living communities, especially the
rural life, was devastating. Therefore, the task of rehabilitating the infrastructure
is essential to provide for the humanitarian needs of the community. The provision
of water, sanitation, sewage, electricity and housing is essential in rehabilitating the
normal community life. The UN program in this respect seriously lags far behind.
There is no focused plan to address the infrastructure needs of the region. Efforts
in this regard are ad hoc, perfunctory and lost in the bureaucratic haze of the UN
system.

Examples of the neglect of infrastructure rehabilitation are: the region des-
perately needs cement for the rehabilitation projects. The existing cement factory
in Tasluja can produce 5000-6000 tons of cement a day if overhauled. Currently it
can only produce 500 tons a day. Again we are waiting for a decision from OIP on
this vital issue.

The electricity needs of the region are not catered for. The three 29 MW gener-
ating plants are unable to run 24 hours a day, the way public utilities should nor-
mally run.

Summary

We consider the UN Oil for Food program as a unique opportunity for the UN
to demonstrate that it can make a huge difference in the lives of citizens, especially
those who have been subjected to oppression. The UN and the Security Council
member should address the shortcomings of the program as an urgent matter. We
again reach out to state that we are ready to play our part in instituting reforms
in the implementation process to make sure full benefit is achieved.

October 22, 2001

APPENDIX 6

“H.E. Dr Neel Mani

Director,

Department of the Iraq Programme
World Health Organisation,
Avenue Appia 20,

Geneva 27

Switzerland.

Your Reference: IRP-E17/180/2, IRQ (A) 147
Our Ref: The Arbil Cancer Hospital Plan

Your Excellency,

As you kindly suggested, I traveled to “northern Iraq” hoping to discuss the plan
with the local WHO staff and the Kurdistan Regional Government. I am writing to
inform you of the results of my trip to Northern Iraq and meetings with Dr Popal,
and the local WHO staff in Erbil concerning the Cancer Hospital plan which we
spent a year preparing.

I am sorry to tell you that I was far from being encouraged to continue our efforts
as a result of the totally negative attitudes I met with from all concerned at WHO.

I shall try to summarise the reasons as follows:

1—Dr Popal did not actually attend the meeting which he himself arranged for
me. The meeting was to be with himself and the WHO “feasibility” team as well
as the KRG Minister for Health.

2—Those I met with were unable to understand the need for the project and were
using a variety of political arguments against even considering it. They had not
been informed of the plan before my arrival but even so they were highly opposed
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to consider it on the basis of claims which Mr Siddiqi said were in the MOU but
when challenged he admitted not having read the MOU or the SCR986. None of the
others had done so either.

3—Not even the WHO representative, Dr Sheherezad, who was also in the build-
ing at the time, attended either of the two meetings.

4—A team member by the name of Khalid Al-Dik seemed to think I should have
gﬁne 1to the South of Iraq to look after the people there and was vehemently against
the plan.

5—After one week or so to allow the WHO team to read the plan we held another
meeting during which Eng Adham Ismail was present. This gentleman expressed
gratitude for our “great” work and described the plan as “the best he had ever come
across”. He repeated this several times during and, at the end of, the meeting. The
minutes of both meetings were misrepresentation and concocted to suit the decision
they had arrived at even before reading the plan. There was a great deal of economy
with the truth and Mr Ismail’s comments were completely left out.

6—The Minutes of both meetings conclude with “No commitments on the part of
WHO whatever were given”. This quite unnecessary and rather emphatic negative
statement could only have been made to send a message to “someone” that all is
well and there will never be any scope for a positive reply and we find it rather
offensive in the light of the atrocious health conditions we found on the ground.

7—The reasons for being so negative were explained by Mr Siddiqi and Mr Al-
dik and if true then the message is clear: We cannot do anything of real value or
efficacy so any effort to alleviate the suffering of the Kurds WHO or anyone else
is quite useless. Keep out!!

8—Even so the new obstacles Mr Siddiqi, the team leader, was placing in the way
of WHO support were:

A—Lack of sufficient survey and statistics indicating the level of cancer incidences

B—The claim that a 200 bed hospital was too big and a smaller number of beds
should be aimed at.

These claims were both unfounded since we had actually included whatever sta-
tistics we had available from the Ministry of Health. Furthermore there were the
statistics which the team members had included in a paper submitted in a hurry
by Mr Al-Dik to the Minister of Health Dr Jamal urging him to consider it instead
of our plan before my arrival. He had obtained the figures from the local authorities
and included them in his paper and depended on them in his arguments. Those sta-
tistics indicated that we had already undersized the hospital considerably.

At any rate, it should be expected that WHO had and has a duty to carry out
accurate surveys to find out not the extent of the spread of cancer but all other
major diseases and they had not done any. Therefore, WHO could hardly blame us
for not having the data. Furthermore, it is a known fact that the rate of cancer
among any population is at least 5 (five) percent and 10 (ten) percent in most cases.
Therefore, we should plan for at least 5 x 3.6 million/100 or 180,000 incidences
among the population of the three northern governorates.

A 200 bed hospital would not cover more than 0.0005% of that population which
means either the WHO Staff in Erbil are completely unaware of the prevalent
incidences of cancer worldwide or they were deliberately creating obstacles against
the project. My own very strong feeling was that they had been instructed by the
Iraqi regime which had been precluded from deciding on such matters not to allow
any worthwhile project to be carried out in Kurdistan.

Given that enormous salaries are paid to WHO and other UN staff in Northern
Iraq, I found a terrible lack of things to show for it. After six years of the oil for
food programme and a great deal of money in banks in France have been allocated
for the Kurds, the sewerage system is almost non-existent. Erbil is a stinking filthy
place. Surveys are not being done to identify disease. The existing rotting hospitals
are lacking in medicine, instrumentation, trained nurses and doctors and funds.
There no statistics to indicate child mortality, or mortality in general. I visited and
videoed entire hospitals and interviewed personnel and doctors and I found the ma-
jority of medicines unavailable or expired. I have full interviews with medical staff
which affirm this. Laboratories are inadequately supplied with expired chemicals
which are totally useless, the wrong chemicals, or wrong instruments which they
have to wait very long periods for. Disposable tools and tubes are being washed sev-
eral times to carry out the most basic tests. Generally WHO is blamed for all these
shortcomings and the main reason seems to be the pro-Iraqi staff hired by the
organisation. Everywhere I went whether in Erbil, Suleimania or Dihok the story
was the same. Everyone seems to blame WHO and there is ample evidence that this
may be true.

Since the UN and WHO is particular are there to implement resolution 986 and
look after the population of the three northern governorates, the charge is that they
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have both failed. The main reason is allowing the Saddam regime, the reason for
the suffering and backwardness of the health service in Kurdistan to have a final
say in the recruitment of international civil servants mandated by law to serve the
community there and to veto anything he does not want for the Kurds to benefit
from and that includes absolutely everything.

At a time when there is over $7 billion unspent Kurdish funds and WHO staff
get huge salaries this may be a great injustice against the Kurds no less in mag-
nitude to the repeated Genocidal acts committed against them by the people your
organisation seems very keen to keep happy.

During the last meeting I held with the WHO team we agreed that the Ministry
of Health would write to them indicating their agreement to carry out a quick sur-
vey and that the WHO Office would soon carry the survey out. The Minister wrote
the letter in my presence the same day and it was delivered by hand the next day.
So far WHO Erbil have not replied. In the minutes of the two meetings Dr Siddiqi
and Dr Sheherezad both claim that the “local authorities” had not written officially
to ask for the project to be implemented. This is quite false and I have evidence
that the Ministry had twice written to them indicating their full support for the hos-
pital, once in Arabic and again in English.

I hope you will be able to provide a reasonable plan of action urgently for there
are many thousands of people dying whose welfare has been entrusted to your
organisation.

We remain, sir, truly yours,
Dr F R HiLMI
For THE ARBIL CANCER HOSPITAL PROJECT TEAM

DR N PLOWMAN,

MA, MD, FRCP, FRCR

HEAD OF DEPARTMENT (CLINICAL ONCOLOGY)

ST BARTHOLOMEWS HOSPITAL & THE HOSPITAL FOR SICK CHILDREN (LONDON)
EMAIL: POSTMASTER@PNPLOWMAN.DEMON.CO.UK

DR F HiLmi, B..Sc., M.Sc. PH.D (SYSTEMS SCIENCE)

FORMER DEPUTY MINISTER OF TRANSPORT & COMMUNICATIONS IN IRAQI
KURDISTAN, M.D. ALTERNATIVE DATA LIMITED

EMAIL: FEREYDUN@AOL.COM

Copies to:

The Secretary General of the UN, Mr Kofi Annan

Mr Nechirwan Barzani, KRG Prime Minister, Erbil
Dr Jamal Abudlhamid, Minister of Health, Erbil

Ms Nasreen Barwari, Minister of Reconstruction, Erbil
Mr Barham Salih, KRG Prime Minister Slemani

Dr Yadgar, Minister of Health, KRG Slemani

Mr Sadi Pire, Foreign Relations, PUK, Slemani”

APPENDIX 7

UN DEAL LEAVES IRAQ KURDS AT BAGHDAD’S MERCY BY GUY DINMORE IN NORTHERN
IRAQ AND CAROLA HOYOS, UNITED NATIONS CORRESPONDENT, FINANCIAL TIMES PUB-
LISHED: JULY 6 2002 5:00 H LAST UPDATED: JULY 8 2002

In theory, the Kurds of northern Iraq have never had it so good, effectively inde-
pendent from Baghdad and guaranteed a substantial slice of the country’s oil in-
come under the United Nations oil-for-food programme.

The reality is rather different.

Zhiyan Ahmad Abdullah fights a daily battle with shortages of basic supplies as
director of the main maternity hospital in Sulaimani, one of the two regional cap-
itals controlled by rival Kurdish factions.

“We have many, many problems,” she says in despair, having to cope with nearly
30 deliveries a day. “Each month we get 1,000 pairs of gloves, at best 2,000. But
we need 10,000, so we have to re-use them.”

The same shortages apply to drugs for delivery, blood-bags and blood-testing
equipment.

Prostaglandin, used for abortions, has never been supplied, forcing doctors to use
more dangerous methods for terminating pregnancies.

“Really, the WHO is to blame,” says Dr Abdullah, referring to the World Health
Organisation, which is responsible for delivering medical aid under the oil-for-food
programme.
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“This programme serves the rest of Iraq more than Kurdistan. A lot of money goes
to serving those who work in the UN. For example, a local UN employee earns
about $600 [A390] a month. My salary is $80 and my nurses get only $10.”..

The Baghdad government led by President Saddam Hussein is allowed to pur-
chase supplies and implement distribution directly, but because the Kurdish north
has no international recognition it has to acquire aid through Kimadia, the official
Baghdad procurement agency, and rely on the UN for distribution.

This, as regional Kurdish officials argue, leaves the north at the mercy of Bagh-
dad and what they call the inefficiency and even corruption within the dozen or so
UN agencies involved in Iraq.

A commonly voiced complaint is that the WHO programme is dominated by Arabs
who have little sympathy for the Kurds and rely on Baghdad.

One official in the Kurdish region, which effectively broke away from Baghdad in
1991 and is partly protected by a US-imposed no-fly zone, estimated that only 37
per cent of the oil income allocated for the north had been spent on humanitarian
goods and services. Infrastructure projects, such as water, electricity and a $400m
hospital, have been blocked by Baghdad.

“Baghdad vetoes many projects, and the UN does not defend us,” says Sami
Abdul-Rahman, deputy prime minister in the Kurdish regional government based
in Arbil, calling the UN agencies “bureaucratic, biased and cumbersome” . . .

WHO blames the sanctions regime for some of the problems. “The process is
known to be laborious because of the lengthy procurement procedures imposed by
the sanctions regime,” it says.

APPENDIX 8

Iraq government cuts petrol supplies to Kurds

Date: 13 January 2003
Source: Reuters

SULAYMANIYAH, Kurdistan-Iraq, 12/1 2003 (Reuters)—Iraq’s government has
cut off petrol supplies to the breakaway Kurdish-run north of the country, Kurdish
officials said, sending prices soaring and ordinary Kurds rushing to stock up on fuel.

The officials said they did not know why the fuel supplies, brought across the
front lines between Iraqi government troops and the Kurdish north in tankers, car
fuel tanks and gerry cans, had been shut off for a second day on Sunday.

But the move comes amid U.S. preparations for a possible war in Iraq over Bagh-
dad’s alleged weapons of mass destruction, with thousands of American troops being
despatched to the Gulf.

The apparent embargo points up the fragility of the Kurds’ de facto autonomy
from Baghdad won when U.S. and British planes began enforcing a no-fly zone over
the area in 1991 after Iraqi troops put down an uprising against President Saddam
Hussein.

Aside from a small oilfield in the east of the area and a converted refinery near
the city of Sulaymaniyah which once refined sugar, north Iraq’s three million Kurds
rely almost entirely on supplies brought from the government-held region.

Pump prices had more than quadrupled on Sunday compared with before the
blockade, some petrol stations closed down altogether for lack of fuel while long
queues formed at others as drivers sought to fill up while they could.

One Kurdish official in the city of Sulaymaniyah, in the east of the rugged en-
clave, said petrol had been cut off before due to wrangling over prices with Baghdad.

Iraqi Kurds would join other opposition groups in running the country under U.S.
scenarios for a post-Saddam Iraq should a U.S.-led invasion topple the present gov-
ernment.

The Kurds played a leading role in mustering opposition parties in a conference
in London last month and are due to host a further meeting of leaders opposed to
Saddam near the eastern city of Arbil later this month.

APPENDIX 9
IRAQI KURDISTAN REGION

February 10, 2003

His Excellency Kofi Annan
General Secretary
United Nations
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One United Nations Plaza
New York, New York 1007
U.S.A.

Excellency:
Re: Diversion of Funds in the 13% Account

We have received definite information that some people at the United Nations are
planning to use funds deposited to the Oil-for-Food Programme 13% Account for the
three governorates of Erbil, Duhok and Sulaimaniyah for the anticipated emergency
situation in Iraq. We understand that there are plans to divert these funds, which
currently total approximately US $2 billion, away from their intended purpose of
providing for the relief and rehabilitation of the three northern governorates.

Funds deposited in the 13% Account are specifically earmarked for humanitarian
programs and projects in Iraqi Kurdistan. All these funds have been allocated for
approved projects outlined in the thirteen Distribution Plans approved by the Gov-
ernment of Iraq and the Security Council. Hundreds of approved projects have funds
allocated; however, they have not been implemented.

Because of the very slow project implementation rate, the 13% Account still main-
tains a very large cash balance. This situation has occurred mainly because of the
many methods of obstruction used by the GOI, including not providing visas for ex-
perts and professionals required for the implementation of projects in the north or
using pressure and influence on UN Agencies to delay project implementation.
Other reasons for the slow implementation rate include the bureaucracy of the UN
Agencies that has made the process of implementation of projects very slow and the
extremely time-consuming decision making process. Also many projects are delayed
due to hold from the 661 Committee.

Badly needed humanitarian projects, such as building houses for IDPs, schools
and hospitals or water and sanitation networks, should not have funds diverted for
other purposes. Every single cent of the funds of the 13% Account is needed for the
provision of food and medicines for the local population as well as the rehabilitation
of this region. The projects were carefully chosen between the Regional authorities
and the UN Agencies for these purposes. Although there are many examples of the
benefits of the Oil-for-Food program in Iraqi Kurdistan, still about 20 per cent of
households survive on less than US $200 a year and 40 per cent of households on
less than US $300 a year, which means that 50 per cent of the population remains
totall)y dependent on the monthly food basket ( per survey conducted by SCF in
2001).

A large number of projects are designed t rehabilitate the three northern
governorates, which were devastated during three decades of war and destruction
by the Government of Iraq. The destruction of Iraqi Kurdistan is very well docu-
mented. Over 4,500 villages and towns out of a total of around 5,000 villages and
towns were completely destroyed during 1970s and 1980s. An estimated 200, 000
people disappeared during successive campaigns of genocide against the people of
the region by the Government of Iraq, including about 2,000 during the infamous
Anfal campaigns of 1987-1988. In Halabja over 5,000 people in a chemical weapons
attack in March 1988—although this is just one of the scores of villages that were
attacked with chemical weapons by the Government of Iraq. Ethnic cleansing con-
tinues on a daily basis thus constantly increasing the demands on the local authori-
ties to provide shelter and other public services for these very vulnerable families
and individuals. Figures from UNCHS-Habitat show that about 23 per cent of the
region’s population are still IDPs.

We have feared that these funds might be diverted before they could be used and
have sought assurances on several occasions that this would not be the case. We
believed that the funds would continue to be held in the account for the use that
they were intended and would not be diverted for other purposes.

Now we have learned that there is a move afoot to try to grab these funds from
the victims of this repressive regime and use them for other purposes. This is like
adding salt to the wound and deprives the citizens of this region of their legitimate
rights to the financial resources allocated to them, their property, and their land.
We believe that it is unconscionable fro the UN to consider diverting funds from the
13% Account under the pretext of an anticipated emergency cover which we have
no control.

Since we have no representative at the United Nations, we are asking you to take
immediate action to stop any attempts to divert these funds from the humanitarian
purposes for which they were intended with or without the benefit of a Security
Council resolution..

You have played a vital role in making sure that our people received a fair share
of the resources of this program and we are putting our trust in you trust in you



39

now to protect the funds allocated by the international community through resolu-
tions of the Security Council and by the Memorandum for Understanding negotiated
by the United Nations and the Government of Iragq.
Sincerely,
MASSOUD BARZANI
PRESIDENT
KURDISTAN DEMOCRATIC PARTY

JALAL TALABANI
GENERAL SECRETARY
PATRIOTIC UNION OF KURDISTAN

APPENDIX 10

UNITED NATIONS SECURITY COUNCIL RESOLUTION 1472 (2003)
March 28, 2003
THE SECURITY COUNCIL

NOTING that under the provisions of Article 55 of the Fourth Geneva Convention
(Geneva Convention Relative to the Protection of Civilian Persons in Time of War
of August 12, 1949), to the fullest extent of the means available to it, the Occupying
Power has the duty of ensuring the food and medical supplies of the population; it
should, in particular, bring in the necessary foodstuffs, medical stores and other ar-
ticles if the resources of the occupied territory are inadequate;

CONVINCED of the urgent need to continue to provide humanitarian relief to the
people of Iraq throughout the country on an equitable basis, and of the need to ex-
tend such humanitarian relief measures to the people of Iraq who leave the country
as a result of hostilities;

RECALLING its previous relevant resolutions, and in particular resolutions 661
(1990) of 6 August 1990, 986 (1995) of 14 April 1995, 1409 (2002) of 14 May 2002,
and 1454 (2002) of 30 December 2002, as they provide humanitarian relief to the
people of Iraq;

NOTING the decision made by the Secretary-General on 17 March 2003 to with-
draw all United Nations and international staff tasked with the implementation of
the ‘(‘Oil-fc;r—Food” Program (hereinafter “the Program”) established under resolution
986 (1995);

STRESSING the necessity to make every effort to sustain the operation of the
present national food basket distribution network;

STRESSING also the need for consideration of a further reassessment of the Pro-
gram during and after the emergency phase;

REAFFIRMING the respect for the right of the people of Iraq to determine their
own political future and to control their own natural resources;

REAFFIRMING the commitment of all Member States to the sovereignty and ter-
ritorial integrity of Iraq;

%C’IéING UNDER CHAPTER VII OF THE CHARTER OF THE UNITED NA-
TIONS,

1. REQUESTS all parties concerned to strictly abide by their obligations under
international law, in particular the Geneva Conventions and the Hague Regulations,
including those relating to the essential civilian needs of the people of Iraq, both
inside and outside Iragq;

2. CALLS ON the international community also to provide immediate humani-
tarian assistance to the people of Iraq, both inside and outside Iraq in consultation
with relevant states, and in particular to respond immediately to any future human-
itarian appeal of the United Nations, and supports the activities of the International
Committee of the Red Cross and of other international humanitarian organizations;

3. RECOGNIZES that additionally, in view of the exceptional circumstances pre-
vailing currently in Iraq, on an interim and exceptional basis, technical and tem-
porary adjustments should be made to the Program so as to ensure the implementa-
tion of the approved funded and non-funded contracts concluded by the Government
of Iraq for the humanitarian relief of the people of Iraq, including to meet the needs
of refugees and internally displaced persons, in accordance with this resolution;

4. AUTHORIZES the Secretary-General and representatives designated by him to
undertake as an urgent first step, and with the necessary coordination, the following
measures:

a) TO ESTABLISH alternative locations, both inside and outside Iraq, in consulta-
tion with the respective governments, for the delivery, inspection and authenticated
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confirmation of humanitarian supplies and equipment provided under the Program,
as well as to redirect shipments of goods to those locations, as necessary;

b) TO REVIEW, as a matter of urgency, the approved funded and non-funded con-
tracts concluded by the Government of Iraq to determine the relative priorities of
the need for adequate medicine, health supplies, foodstuffs and other materials and
supplies for essential civilian needs represented in these contracts which can be
shipped within the period of this mandate, to proceed with these contracts in accord-
ance with such priorities;

¢) TO CONTACT suppliers of these contracts to determine the precise location of
contracted goods and, when necessary, to require suppliers to delay, accelerate or
divert shipments;

d) TO NEGOTIATE and agree on necessary adjustments in the terms or condi-
tions of these contracts and their respective letters of credit and to implement the
measures referred to in 4 (a), (b) and (c), notwithstanding distribution plans ap-
proved under the Program;

e) TO NEGOTIATE AND EXECUTE new contracts for essential medical items
under the Program and to authorize issuance of the relevant letters of credit, not-
withstanding approved distribution plans, provided that such items can not be deliv-
ered in execution of contracts pursuant to 4 (b) and subject to the approval of the
Committee established pursuant to resolution 661 (1990);

f) TO TRANSFER unencumbered funds between the accounts created pursuant to
paragraphs 8 (a) and 8 (b) of resolution 986 (1995) on an exceptional and reimburs-
able basis as necessary to ensure the delivery of essential humanitarian supplies to
the people of Iraq and to use the funds in the escrow accounts referred to in para-
graphs 8 (a) and (b) of resolution 986 (1995) to implement the Program as provided
for in this resolution, irrespective of the phase in which such funds entered the es-
crow accounts or the phase to which those funds may have been allocated;

g) TO USE, subject to procedures to be decided by the Committee established by
resolution 661 (1990) prior to the end of the period set out in 10 below and based
on recommendations provided by the Office of the Iraq Program, funds deposited in
the accounts created pursuant to paragraphs 8 (a) and (b) of resolution 986 (1995),
as necessary and appropriate, to compensate suppliers and shippers for agreed addi-
tional shipping, transportation and storage costs incurred as a result of diverting
and delaying shipments as directed by him according to the provisions of 4 (a), (b)
and (c) in order to perform his functions set out in 4 (d);

h) TO MEET additional operational and administrative costs resulting from the
implementation of the temporarily modified Program by the funds in the escrow ac-
count established pursuant to paragraph 8 (d) of resolution 986 (1995) in the same
manner as costs arising from those activities set forth in paragraph 8(d) of resolu-
tion 986 (1995) in order to perform his functions set out in (d);

i) TO USE funds deposited in the escrow accounts established pursuant to para-
graphs 8 (a) and 8 (b) of resolution 986 (1995) for the purchase of locally produced
goods and to meet the local cost for essential civilian needs which have been funded
in accordance with the provisions of resolution 986 (1995) and related resolutions,
including, where appropriate, the costs of milling, transportation and other costs
nfg(I:essary to facilitate the delivery of essential humanitarian supplies to the people
of Iraq;

5. EXPRESSES its readiness as a second step to authorize the Secretary-General
to perform additional functions, with the necessary coordination, as soon as the situ-
ation permits as activities of the Program in Iraq resume;

6. EXPRESSES FURTHER its readiness to consider making additional funds
available, including from the account created pursuant to paragraph 8 (c¢) of resolu-
tion 986 (1995), on an exceptional and reimbursable basis, to meet further the hu-
manitarian needs of the people of Iraq.

7. DECIDES that, notwithstanding the provisions of resolution 661 (1990) and
resolution 687 (1991) and for the duration of the present resolution, all applications
outside the Oil-For-Food Program submitted by the United Nations agencies, pro-
grams and funds, other international organizations and non-governmental organiza-
tions (NGOs) for distribution or use in Iraq of emergency humanitarian supplies and
equipment, other than medicines, health supplies and food stuffs, shall be reviewed
by the Committee established pursuant to resolution 661 (1990), under a 24-hour
no-objection procedure;

8. URGES all parties concerned, consistent with the Geneva Conventions and the
Hague Regulations, to allow full and unimpeded access by international humani-
tarian organizations to all people of Iraq in need of assistance and to make available
all necessary facilities for their operations and to promote the safety, security and
freedom of movement of United Nations and associated personnel and their assets
as well as personnel of humanitarian organizations in Iraq in meeting such needs;
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9. DIRECTS the Committee established pursuant to resolution 661 (1990) to mon-
itor closely the implementation of the provisions in paragraph 4 above and, in that
regard, requests the Secretary-General to update the Committee on the measures
as they are being taken and, to consult with the Committee on prioritization of con-
tracts for shipments of goods, other than foodstuffs, medicines, health and water
sanitation related supplies;

10. DECIDES that the provisions contained in 4 of this resolution shall remain
in force for a period of 45 days following the date of adoption of this resolution and
may be subject to further renewal by the Council;

11. REQUESTS the Secretary-General to take all measures required for the im-
plementation of the present resolution and to report to the Security Council prior
to the termination of the period defined in 10;

12. DECIDES to remain seized of the matter.

APPENDIX 11

Kurdistan Regional Government
UN Liaison Office
Tel: (212) 581 9525 Email: KurdistanUN@msn.com

Press Statement: May 16, 2003 New York
UN OIL-FOR-FOOD PROGRAM: IRAQI KURDS ASK FOR REFORM AND ACCOUNTABILITY

Thanks to the resolute and courageous leadership of President George W. Bush
and Prime Minister Tony Blair, Iraq has now been completely liberated. As a result,
on April 16, 2003, President George W. Bush called on the UN to lift economic sanc-
tions against Iraq. The draft US-sponsored UN Security Council Resolution
(UNSCR) would replace UN oversight of Iraq’s oil revenues with an internationally
supervised Iraqi Assistance Fund (IAF).

The leadership of Iraqi Kurdistan welcomes this proposal. We believe that the
principle of international control of Iraqi oil revenues and supervision of the spend-
ing of these revenues in a transparent and accountable manner should be preserved
to prevent the corruption and human rights violations that plague oil-dependent,
Middle Eastern countries.

While welcoming the US proposals, we are concerned that they fail to address the
issue of billions of unspent dollars in UN controlled accounts, nominally allocated
to three Iraqi Kurdish provinces. Thanks to obstruction by Saddam’s regime,
unspent money for the Iraqi Kurds totals in excess of $2.5bn and could even be dou-
ble that figure. Under UN Security Council resolution (UNSCR) 986, 13% of Iraqi
oil revenues are reserved for three Kurdish provinces. These provinces are des-
perately poor. The unspent funds are needed to cope with the ongoing reconstruction
following the genocidal Anfal campaign of 1987-88. The Kurdish provinces contain
around 800,000 internally displaced persons, roughly a quarter of the total popu-
lation, and victims of ethnic cleansing by the Iraqi regime that continued until late
March 2003. Basic infrastructure available elsewhere in Iraq still needs to be built
for the Kurds.

The US-sponsored draft fails to specify that the IAF will operate on the same
basis as UNSCR 986, with a separate account for the Kurdish provinces. The inter-
national community recognized the right of Iraqi Kurds to their legitimate share of
Iraqi oil revenues with UNSCR 986. It would be a strange and retrograde step for
a US-sponsored resolution to roll back the rights of Iraq’s most brutalized citizens.

Under UNSCR 1472, the UN Secretary-General can divert unspent funds from
the Kurdish 13% account for short-term humanitarian relief. UNSCR 1472 specified
that the diversion of funds would be on an “exceptional and reimbursable basis”.
The Iraqi Kurds do not object to providing relief to their fellow Iraqis from the 13%
account—quite the contrary. Regrettably, the US-sponsored draft resolution does not
affirm the crucial principle that such monies should only be used exceptionally and
should be reimbursed. Again, it would be odd if a resolution sponsored by the lib-
erators of Iraq were to leave their main Iraqi allies, the Kurds, worse off.

BACKGROUND

UN SCR 986 “Oil for Food” program

Iraqi oil is sold under UN control. The proceeds are then broken down and used
in the following manner:

e 72% of Iraqi oil export proceeds fund the humanitarian program and is bro-
ken down into 59% for the contracting and supplies of equipment by the then
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government for 15 central and southern mainly Arab-inhabited provinces. The
remaining 13% is allocated to three northern, mostly Kurdish, provinces;

e the balance of proceeds is spent as follows: 25% percent for the Compensation
Fund for Gulf War reparation payments (the U.N. Compensation Commis-
sion); 2.5% for U.N. administrative and operational costs of the Oil-for Food
program; 0.8% for the weapons inspection costs.

Why is so much money for the Kurds unspent?

The UN allowed Saddam’s regime to hold up as the building and equipping of hos-
pitals, water and sanitation projects, agricultural development, educational services,
provision of electricity and the removal of landmines. Saddam’s regime refused to
grant entry visas to qualified staff and declined import permits for necessary equip-
ment.

The Iraqi regime, with tacit UN approval, engaged in a campaign to exclude
qualified staff from the US and UK . Additionally, not a single Kurd was employed
as member of the international staff of the Oil-for-Food program Instead, with the
staff was deliberately selected from Arab states, to be used as couriers for informa-
tion to the Iraqi secret police. These workers also impeded UN projects. In July
2001, Kurdish police caught a Tunisian national working for the UN with explosives
in his car. The man was handed over to the UN.

Mismanagement and incompetence also held up projects The Kurdish city of
Sulaimani, with a population of over 600,000, is still waiting for a 400-bed hospital
to be built five years after funds were allocated for it.

Kurdish success with Oil-for-Food

The Kurdish provinces are an example of the program’s success when a coopera-
tive local partner is available, in contrast to the way the Saddam regime manipu-
lated Oil-for-Food to its own benefit. Despite being poorer, the Kurdish provinces ex-
perienced a dramatic decline in the child mortality rate, while in Saddam’s Iraq it
was claimed that the infant mortality rate increased dramatically.

The failure of the Oil-for-Food program outside of the Kurdish areas was a con-
sequence of a deliberate program of subversion by Saddam Hussein. Saddam and
his sons siphoned off significant funds from the Oil-for-Food program. As General
Tommy Franks remarked when in Baghdad, it was more of an “oil for palace” pro-
gram.

Any reformed UN Oil-for-Food program or the IAF program should examine the
Kurdish experience.

Allocating 13% to the three Kurdish provinces was an act of justice

The decision to specifically allocate revenues to the three Kurdish provinces a just
and innovative method of revenue sharing among the citizens of Iraq, designed to
provide the humanitarian and reconstruction needs of the Kurdish region, which
had been subjected to decades of political and economic discrimination as well as
a brutal campaign of genocide, the infamous Anfal of 1987-1988 and close to 40
years of ethnic cleansing.

UN indifference

The Iraqi Kurds have made repeated representations to the UN about the man-
agement of the Oil-for-Food program. On February 10, 2003 Iraqi Kurdish leaders,
Jalal Talabani and Massoud Barzani, wrote to UN Secretary-General Kofi Annan
to discuss UN plans to allow the unspent cash allocated to the Iraqi Kurds to be
used for short-term humanitarian relief resulting from the approaching allied inva-
1sion of Iraq. We regret that the UN failed to respond to the Iraqi Kurdish leaders’
etter.

New York May 16, 2003
For further information contact:

Howar Ziad

Kurdistan Regional Government

UN Liaison Office, Tel: 212-581-9525, E-mail: KurdistanUN@msn.com
Postal address: PO Box 231224 New York NY 10023

APPENDIX 12
UNITED NATIONS SECURITY COUNCIL RESOLUTION 1483 (2003)
May 22, 2003
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The Security Council:

Recalling all its previous relevant resolutions;

Reaffirming the sovereignty and territorial integrity of Iraq;

Reaffirming also the importance of the disarmament of Iraqi weapons of mass de-
struction and of eventual confirmation of the disarmament of Iraq;

Stressing the right of the Iraqi people freely to determine their own political fu-
ture and control their own natural resources, welcoming the commitment of all par-
ties concerned to support the creation of an environment in which they may do so
as soon as possible, and expressing resolve that the day when Iraqis govern them-
selves must come quickly;

Encouraging efforts by the people of Iraq to form a representative government
based on the rule of law that affords equal rights and justice to all Iraqi citizens
without regard to ethnicity, religion, or gender, and, in this connection, recalls reso-
lution 1325 (2000) of 31 October 2000;

Welcoming the first steps of the Iraqi people in this regard, and noting in this
connection the 15 April 2003 Nasiriya statement and the 28 April 2003 Baghdad
statement;

Resolved that the United Nations should play a vital role in humanitarian relief,
the reconstruction of Iraq, and the restoration and establishment of national and
local institutions for representative governance;

Noting the statement of 12 April 2003 by the Ministers of Finance and Central
Bank Governors of the Group of Seven Industrialised Nations in which the members
recognised the need for a multilateral effort to help rebuild and develop Iraq and
for the need for assistance from the International Monetary Fund and the World
Bank in these efforts;

Welcoming also the resumption of humanitarian assistance and the continuing ef-
forts of the secretary general and the specialised agencies to provide food and medi-
cine to the people of Iraq;

Welcoming the appointment by the secretary general of his special adviser on
Iraq;

Affirming the need for accountability for crimes and atrocities committed by the
previous Iraqi regime;

Stressing the need for respect for the archaeological, historical, cultural, and reli-
gious heritage of Iraq, and for the continued protection of archaeological, historical,
cultural, and religious sites, museums, libraries, and monuments;

Noting the letter of 8 May 2003 from the Permanent Representatives of the
United States of America and the United Kingdom of Great Britain and Northern
Ireland to the President of the Security Council (S/2003/538) and recognising the
specific authorities, responsibilities, and obligations under applicable international
law of these states as occupying powers under unified command (the “Authority”);

Noting further that other states that are not occupying powers are working now
or in the future may work under the Authority;

Welcoming further the willingness of member states to contribute to stability and
security in Iraq by contributing personnel, equipment, and other resources under
the Authority;

Concerned that many Kuwaitis and Third-State Nationals still are not accounted
for since 2 August 1990;

Determining that the situation in Iraq, although improved, continues to constitute
a threat to international peace and security;

Acting under Chapter VII of the Charter of the United Nations,

1. Appeals to Member States and concerned organisations to assist the people of
Iraq in their efforts to reform their institutions and rebuild their country, and to
contribute to conditions of stability and security in Iraq in accordance with this res-
olution;

2. Calls upon all member states in a position to do so to respond immediately to
the humanitarian appeals of the United Nations and other international
organisations for Iraq and to help meet the humanitarian and other needs of the
Iraqi people by providing food, medical supplies, and resources necessary for recon-
struction and rehabilitation of Iraq’s economic infrastructure;

3. Appeals to member states to deny safe haven to those members of the previous
Iraqi regime who are alleged to be responsible for crimes and atrocities and to sup-
port actions to bring them to justice;

4. Calls upon the Authority, consistent with the Charter of the United Nations
and other relevant international law, to promote the welfare of the Iraqi people
through the effective administration of the territory, including in particular working
towards the restoration of conditions of security and stability and the creation of
conditions in which the Iraqi people can freely determine their own political future;
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5. Calls upon all concerned to comply fully with their obligations under inter-
national law including in particular the Geneva Conventions of 1949 and the Hague
Regulations of 1907,

6. Calls upon the Authority and relevant organisations and individuals to con-
tinue efforts to locate, identify, and repatriate all Kuwaiti and Third-State Nationals
or the remains of those present in Iraq on or after 2 August 1990, as well as the
Kuwaiti archives, that the previous Iraqi regime failed to undertake, and, in this
regard, directs the high-level co-ordinator, in consultation with the International
Committee of the Red Cross and the Tripartite Commission and with the appro-
priate support of the people of Iraq and in co-ordination with the Authority, to take
steps to fulfil his mandate with respect to the fate of Kuwaiti and Third-State Na-
tional missing persons and property;

7. Decides that all member states shall take appropriate steps to facilitate the safe
return to Iraqi institutions, of Iraqi cultural property and other items of archae-
ological, historical, cultural, rare scientific, and religious importance illegally re-
moved from the Iraq National Museum, the National Library, and other locations
in Iraq since the adoption of resolution 661 (1990) of 2 August 1990, including by
establishing a prohibition on trade in or transfer of such items and items with re-
spect to which reasonable suspicion exists that they have been illegally removed,
and calls upon the United Nations Educational, Scientific, and Cultural Organiza-
tion, Interpol, and other international organisations, as appropriate, to assist in the
implementation of this paragraph;

8. Requests the secretary general to appoint a Special Representative for Iraq
whose independent responsibilities shall involve reporting regularly to the Council
on his activities under this resolution, co-ordinating activities of the United Nations
in post-conflict processes in Iraq, co-ordinating among United Nations and inter-
national agencies engaged in humanitarian assistance and reconstruction activities
in Iraq, and, in co-ordination with the Authority, assisting the people of Iraq
through:

(a) co-ordinating humanitarian and reconstruction assistance by United Nations
agencies and between United Nations agencies and non-governmental organisations;

(b) promoting the safe, orderly, and voluntary return of refugees and displaced
persons;

(¢) working intensively with the Authority, the people of Iraq, and others con-
cerned to advance efforts to restore and establish national and local institutions for
representative governance, including by working together to facilitate a process
leading to an internationally recognised, representative government of Iraq;

(d) facilitating the reconstruction of key infrastructure, in co-operation with other
international organisations;

(e) promoting economic reconstruction and the conditions for sustainable develop-
ment, including through co-ordination with national and regional organisations, as
appropriate, civil society, donors and the international financial institutions;

(f) encouraging international efforts to contribute to basic civilian administration
functions;

(g) promoting the protection of human rights;

(h) encouraging international efforts to rebuild the capacity of the Iraqi civilian
police force; and

(i) encouraging international efforts to promote legal and judicial reform.

9. Supports the formation, by the people of Iraq with the help of the Authority
and working with the special representative, of an Iraqi interim administration as
a transitional administration run by Iraqis, until an internationally recognised, rep-
resentative government is established by the people of Iraq and assumes the respon-
sibilities of the Authority;

10. Decides that , with the exception of prohibitions related to the sale or supply
to Iraq of arms and related materiel other than those arms and related materiel re-
quired by the Authority to serve the purposes of this and other related resolutions,
all prohibitions related to trade with Iraq and the provision of financial or economic
resources to Iraq established by resolution 661 (1990) and subsequent relevant reso-
lutions, including resolution 778 (1992) of 2 October 1992, shall no longer apply;

11. Reaffirms that Iraq must meet its disarmament obligations, encourages the
United Kingdom of Great Britain and Northern Ireland and the United States of
America to keep the Council informed of their activities in this regard, and under-
lines the intention of the Council to revisit the mandates of the United Nations
Monitoring and Verification Commission and the International Atomic Energy Agen-
cy as set forth in resolutions 687 (1991) of 3 April 1991, 1284 (1999) of 17 December
1999, and 1441 (2002) of 8 November 2002;

12. Notes the establishment of a Development Fund for Iraq to be held by the
Central Bank of Iraq and to be audited by independent public accountants approved
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by the International Advisory and Monitoring Board of the Development Fund for
Iraq and looks forward to the early meeting of that International Advisory and Mon-
itoring Board, whose members shall include duly qualified representatives of the
secretary general, of the managing director of the International Monetary Fund, of
the director-general of the Arab Fund for Social and Economic Development, and of
the president of the World Bank;

13. Notes further that the funds in the Development Fund for Iraq shall be dis-
bursed at the direction of the Authority, in consultation with the Iraqi interim ad-
ministration, for the purposes set out in paragraph 14 below;

14. Underlines that the Development Fund for Iraq shall be used in a transparent
manner to meet the humanitarian needs of the Iraqi people, for the economic recon-
struction and repair of Iraq’s infrastructure, for the continued disarmament of Iraq,
and for the costs of Iraqi civilian administration, and for other purposes benefiting
the people of Iraq;

15. Calls upon the international financial institutions to assist the people of Iraq
in the reconstruction and development of their economy and to facilitate assistance
by the broader donor community, and welcomes the readiness of creditors, including
those of the Paris Club, to seek a solution to Iraq’s sovereign debt problems;

16. Requests also that the secretary general, in co-ordination with the Authority,
continue the exercise of his responsibilities under Security Council resolution 1472
(2003) of 28 March 2003 and 1476 (2003) of 24 April 2003, for a period of six months
following the adoption of this resolution, and terminate within this time period, in
the most cost effective manner, the ongoing operations of the oil-for-food programme
(the “programme”), both at headquarters level and in the field, transferring respon-
sibility for the administration of any remaining activity under the programme to the
Authority, including by taking the following necessary measures:

(a) to facilitate as soon as possible the shipment and authenticated delivery of pri-
ority civilian goods as identified by the secretary general and representatives des-
ignated by him, in co-ordination with the Authority and the Iraqi interim adminis-
tration, under approved and funded contracts previously concluded by the previous
Government of Iraq, for the humanitarian relief of the people of Iraq, including, as
necessary, negotiating adjustments in the terms or conditions of these contracts and
respective letters of credit as set forth in paragraph 4 (d) of resolution 1472 (2003);

(b) to review, in light of changed circumstances, in co-ordination with the Author-
ity and the Iraqi interim administration, the relative utility of each approved and
funded contract with a view to determining whether such contracts contain items
required to meet the needs of the people of Iraq both now and during reconstruction,
and to postpone action on those contracts determined to be of questionable utility
and the respective letters of credit until an internationally recognised, representa-
tive government of Iraq is in a position to make its own determination as to whether
such contracts shall be fulfilled;

(c) to provide the Security Council within 21 days following the adoption of this
resolution, for the Security Council’s review and consideration, an estimated oper-
ating budget based on funds already set aside in the account established pursuant
to paragraph 8 (d) of resolution 986 (1995) of 14 April 1995, identifying:

(1) all known and projected costs to the United Nations required to ensure the con-
tinued functioning of the activities associated with implementation of the present
resolution, including operating and administrative expenses associated with the rel-
evant United Nations agencies and programs responsible for the implementation of
the programme both at headquarters and in the field;

(i1) all known and projected costs associated with termination of the programme;

(ii1) all known and projected costs associated with restoring Government of Iraq
funds that were provided by member states to the secretary general as requested
in paragraph 1 of resolution 778 (1992) of 2 October 1992; and

(iv) all known and projected costs associated with the special representative and
the qualified representative of the secretary general identified to serve on the Inter-
national Advisory and Monitoring Board, for the six-month time period defined
above, following which these costs shall be borne by the United Nations;

(d) to consolidate into a single fund the accounts established pursuant to para-
graphs 8 (a) and 8 (b) of resolution 986 (1995);

(e) to fulfil all remaining obligations related to the termination of the programme,
including negotiating in the most cost-effective manner, any necessary settlement
payments, which shall be made from the escrow accounts established pursuant to
paragraphs 8(a) and 8 (b) of resolution 986 (1995), with those parties that previously
have entered into contractual obligations with the secretary general under the pro-
gramme, and to determine, in co-ordination with the Authority and the Iraqi in-
terim administration, the future status of contracts undertaken by the United Na-
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tions and related United Nations agencies under the accounts established pursuant
to paragraphs 8 (b) and 8 (d) of resolution 986 (1995);

(f) to provide the Security Council, 30 days prior to the termination of the pro-
gramme, with a comprehensive strategy developed in close co-ordination with the
Authority and the Iraqi interim administration that would lead to the delivery of
all relevant documentation and the transfer of all operational responsibility of the
programme to the Authority;

17. Requests further that the secretary general transfer as soon as possible to the
Development Fund for Iraq $1bn from unencumbered funds in the accounts estab-
lished pursuant to paragraphs 8 (a) and 8 (b) of resolution 986 (1995), restore Gov-
ernment of Iraq funds that were provided by member states to the secretary general
as request in paragraph 1 of resolution 778 (1992), and decides that, after deducting
all relevant United Nations expenses associated with the shipment of authorised
contracts, and costs to the programme outlined in paragraph 16 (c) above, including
residual obligations, all surplus funds in the escrow accounts established pursuant
to paragraphs 8 (a), 8 (b), 8 (d), and 8 (f) of resolution 986 (1995) shall be trans-
ferred at the earliest possible time to the Development Fund for Iraq;

18. Decides to terminate effective on the adoption of this resolution the functions
related to the observation and monitoring activities undertaken by the secretary
general under the programme, including the monitoring of the export of petroleum
and petroleum products from Irag;

19. Decides to terminate the Committee established pursuant to paragraph 6 of
resolution 661 (1990) at the conclusion of the six months period called for in para-
graph 16 above and further decides that the Committee shall identify individuals
and entities referred to in paragraph 23 below;

20. Decides that all export sales of petroleum, petroleum products, and natural
gas from Iraq following the date of the adoption of this resolution shall be made
consistent with prevailing international market best practices, to be audited by
independent public accountants reporting to the International Advisory and Moni-
toring Board referred to in paragraph 12 above in order to ensure transparency, and
decides further that, except as provided in paragraph 21 below, all proceeds from
such sales shall be deposited into the Development Fund for Iraq, until such time
as an internationally recognised, representative government of Iraq is properly con-
stituted;

21. Decides further that 5% of the proceeds referred to in paragraph 20 above
shall be deposited into the Compensation Fund established in accordance with reso-
lution 687 (1991) of 3 April 1991 and subsequent relevant resolutions and that, un-
less an internationally recognised, representative government of Iraq and the Gov-
erning Council of the United Nations Compensation Commission, in the exercise of
its authority over methods of ensuring that payments are made into the Compensa-
tion Fund, decide otherwise, this requirement shall be binding on a properly con-
stituted, internationally recognised, representative government of Iraq and any suc-
cessor thereto;

22. Noting the relevance of the establishment of an internationally recognised,
representative government of Iraq and the desirability of prompt completion of the
restructuring of Iraq’s debt as referred to in paragraph 15 above, further decides
that, until December 31 2007, unless the Council decides otherwise, petroleum, pe-
troleum products, and natural gas originating in Iraq shall be immune, until title
passes to the initial purchaser from legal proceedings against them and not be sub-
ject to any form of attachment, garnishment, or execution, and that all states shall
take any steps that may be necessary under their respective domestic legal systems
to assure this protection, and that proceeds and obligations arising from sales there-
of, as well as the Development Fund for Iraq, shall enjoy privileges and immunities
equivalent to those enjoyed by the United Nations except that the above-mentioned
privileges and immunities will not apply with respect to any legal proceeding in
which recourse to such proceeds or obligations is necessary to satisfy liability for
damages assessed in connection with an ecological accident, including an oil spill,
that occurs after the date of adoption of this resolution;

23. Decides that all member states in which there are:

(1) funds or other financial assets or economic resources of the previous Govern-
ment of Iraq or its state bodies, corporations, or agencies, located outside Iraq as
of the date of this resolution, or

(2) funds or other financial assets or economic resources that have been removed
from Iraq, or acquired, by Saddam Hussein or other senior officials of the former
Iraqi regime and their immediate family members, including entities owned or con-
:cirolled, directly or indirectly, by them or by persons acting on their behalf or at their

irection,
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shall freeze without delay those funds or other financial assets or economic re-
sources and, unless these funds or other financial assets or economic resources are
themselves the subject of a prior judicial, administrative, or arbitral lien or judge-
ment, immediately shall cause their transfer to the Development Fund for Iraq, it
being understood that, unless otherwise addressed, claims made by private individ-
uals or non-government entities on those transferred funds or other financial assets
may be presented to the internationally recognised, representative government of
Iraq; and decides further that all such funds or other financial assets or economic
resources shall enjoy the same privileges, immunities, and protections as provided
under paragraph 22;

24. Requests the secretary general to report to the Council at regular intervals on
the work of the special representative with respect to the implementation of this
resolution and on the work of the International Advisory and Monitoring Board and
encourages the United Kingdom of Great Britain and Northern Ireland and the
United States of America to inform the Council at regular intervals of their efforts
under this resolution;

25. Decides to review the implementation of this resolution within 12 months of
adoption and to consider further steps that might be necessary;

26. Calls upon member states and international and regional organisations to con-
tribute to the implementation of this resolution;

27. Decides to remain seized of this matter.

APPENDIX 13

UN SECURITY COUNCIL RESOLUTION 1500 (2003)
AUGUST 14, 2003

The Security Council,

Recalling all its previous relevant resolutions, in particular Resolution 1483
(2003) of 22 May 2003,

Reaffirming the sovereignty and territorial integrity of Iraq,

Reaffirming also the vital role for the United Nations in Iraq which was set out
in relevant paragraphs of Resolution 1483,

Having considered the report of the Secretary-General of 15 July 2003 (S/2003/
715),

1. Welcomes the establishment of the broadly representative Governing Council
of Iraq on 13 July 2003, as an important step towards the formation by the people
of Iraq of an internationally recognized, representative government that will exer-
cise the sovereignty of Iraq;

2. Decides to establish the United Nations Assistance Mission for Iraq to support
the Secretary-General in the fulfillment of his mandate under Resolution 1483 in
accordance with the structure and responsibilities set out in his report of 15 July
2003, for an initial period of twelve months;

3. Decides to remain seized of this matter.

APPENDIX 14

UNITED NATIONS SECURITY COUNCIL RESOLUTION 1511 (2003)
OCTOBER 8, 2003

The Security Council,

REAFFIRMING its previous resolutions on Iraq, including resolution 1483 (2003)
of 22 May 2003 and 1500 (2003) of 14 August 2003, and on threats to peace and
security caused by terrorist acts, including resolution 1373 (2001) of 28 September
2001, and other relevant resolutions,

UNDERSCORING that the sovereignty of Iraq resides in the State of Iraq, re-
affirming the right of the Iraqi people freely to determine their own political future
and control their own natural resources,

REITERATING its resolve that the day when Iraqis govern themselves must come
quickly, and

RECOGNIZING the importance of international support, particularly that of
countries in the region, Iraq’s neighbors, and regional organizations, in taking for-
ward this process expeditiously,

RECOGNIZING that international support for restoration of conditions of stability
and security is essential to the well-being of the people of Iraq as well as to the
ability of all concerned to carry out their work on behalf of the people of Iraq, and
welcoming Member State contributions in this regard under resolution 1483 (2003),
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WELCOMING the decision of the Governing Council of Iraq to form a preparatory
constitutional committee to prepare for a constitutional conference that will draft a
constitution to embody the aspirations of the Iraqi people, and

URGING it to complete this process quickly,

AFFIRMING that the terrorist bombings of the Embassy of Jordan on 7 August
2003, of the United Nations headquarters in Baghdad on 19 August 2003, of the
Imam Ali Mosque in Najaf on 29 August 2003, and of the Embassy of Turkey on
14 October 2003, and the murder of a Spanish diplomat on 9 October 2003 are at-
tacks on the people of Iraq, the United Nations, and the international community,

and

DEPLORING the assassination of Dr. Akila al-Hashimi, who died on 25 Sep-
tember 2003, as an attack directed against the future of Iraq,

In that context, RECALLING and REAFFIRMING the statement of its President
of 20 August 2003 (S/PRST /2003/13) and resolution 1502 (2003) of 26 August 2003,

DETERMINING that the situation in Iraq, although improved, continues to con-
stitute a threat to international peace and security,

TI%(IJ\I’IéING UNDER CHAPTER VII OF THE CHARTER OF THE UNITED NA-

1. REAFFIRMS the sovereignty and territorial integrity of Iraq, and UNDER-
SCORES, in that context, the temporary nature of the exercise by the Coalition Pro-
visional Authority (Authority) of the specific responsibilities, authorities, and obliga-
tions under applicable international law recognized and set forth in resolution 1483
(2003), which will cease when an internationally recognized, representative govern-
ment established by the people of Iraq Is sworn in and assumes the responsibilities
of the Authority, inter alia through steps envisaged in paragraphs four through
seven and ten below;

2. WELCOMES the positive response of the international community, in fora such
as the Arab League, the Organization of the Islamic Conference, the United Nations
General Assembly, and the United Nations Educational, Scientific and Cultural Or-
ganization, to the establishment of the broadly representative Governing Council as
an important step towards an internationally recognized, representative govern-
ment;

3. SUPPORTS the Governing Council’s efforts to mobilize the people of Iraq, in-
cluding by the appointment of a cabinet of ministers and a preparatory constitu-
tional committee to lead a process in which the Iraqi people will progressively take;

4. DETERMINES that the Governing Council and its ministers are the principal
bodies of the Iraqi interim administration, which, without prejudice to its further
evolution, embodies the sovereignty of the State of Iraq during the transitional pe-
riod until an internationally recognized, representative government is established
and assumes the responsibilities of the Authority;

5. AFFIRMS that the administration of Iraq will be progressively undertaken by
the evolving structures of the Iraqi interim administration;

6. CALLS UPON the Authority, in this context, to return governing responsibil-
ities and authorities to the people of Iraq as soon as practicable and requests the
Authority, in cooperation as appropriate with the Governing Council and the Sec-
retary-General, to report to the Council on the progress being made;

7. INVITES the Governing Council to provide to the Security Council, for its re-
view, no later than 15 December 2003, in cooperation with the Authority and, as
circumstances permit, the Special Representative of the Secretary-General, a time-
table and a program for the drafting of a new constitution for Iraq and for the hold-
ing of democratic elections under that constitution;

8. RESOLVES that the United Nations, acting through the Secretary-General, his
Special Representative, and the United Nations Assistance Mission in Iraq, should
strengthen its vital role in Iraq, including by providing humanitarian relief, pro-
moting the economic reconstruction of and conditions for sustainable development
in Iraq, and advancing efforts to restore and establish national and local institutions
for representative government:

9. REQUESTS that, as circumstances permit, the Secretary-General pursue the
course of action outlined in paragraphs 98 and 99 of the report of the Secretary-
General of 17 July 2003 (S/2003/715);

10. TAKES NOTE of the intention of the Governing Council to hold a constitu-
tional conference and, recognizing that the convening of the conference will be a
milestone in the movement to the full exercise of sovereignty, calls for its prepara-
tion through national dialogue and consensus-building as soon as practicable and re-
quests the Special Representative of the Secretary-General, at the time of the con-
vening of the conference, or, as circumstances permit, to lend the unique expertise
of the United Nations to the Iraqi people in this process of political transition, in-
cluding the establishment of electoral processes;
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11. REQUESTS the Secretary-General to ensure that the resources of the United
Nations and associated organizations are available, if requested by the Iraqi Gov-
erning Council and, as circumstances permit, to assist in furtherance of the program
provided by the Governing Council in paragraph 7 above and encourages other orga-
nizatio(rlls with expertise in this area to support the Iraqi Governing Council, if re-
quested;

12. REQUESTS the Secretary-General to report to the Security Council on his re-
sponsibilities under this resolution and the development and implementation of a
timetable and program under paragraph 7 above;

13. DETERMINES that the provision of security and stability is essential to the
successful completion of the political process as outlined in paragraph 7 above and
to the ability of the United Nations to contribute effectively to that process and the
implementation of resolution 1483 (2003), and AUTHORIZES a multinational force
under unified command to take all necessary measures to contribute to the mainte-
nance of security and stability in Iraq, including for the purpose of ensuring nec-
essary conditions for the implementation of the timetable and program as well as
to contribute to the security of the United Nations Assistance Mission for Iraq, the
Governing Council of Iraq and other institutions of the Iraqi interim administration,
and key humanitarian and economic infrastructure;

14. URGES Member States to contribute assistance under this United Nations
mandate, including military forces, to the multinational force referred to in para-
graph 13 above;

15. DECIDES that the Council shall review the requirements and mission of the
multinational force referred to in paragraph 13 above not later than one year from
the date of this resolution, and that in any case the mandate of the force shall ex-
pire upon the completion of the political process as described in paragraphs 4
through 7 and 10 above, and EXPRESSES readiness to consider on that occasion
any future need for the continuation of the multinational force, taking into account
the views of an internationally recognized, representative government of Iraq;

16. EMPHASIZES the importance of establishing effective Iraqi police and secu-
rity forces in maintaining law, order, and security and combating terrorism con-
sistent with paragraph 4 of resolution 1483 (2003), and calls upon Member States
and international and regional organizations to contribute to the training and equip-
ping of Iraqi police and security forces;

17. EXPRESSES deep sympathy and condolences for the personal losses suffered
by the Iraqi people and by the United Nations and the families of those United Na-
tions 1fersonnel and other innocent victims who were killed or injured in these tragic
attacks;

18. UNEQUIVOCALLY CONDEMNS the terrorist bombings of the Embassy of
Jordan on 7 August 2003, of the United Nations headquarters in Baghdad on 19
August 2003, and of the Imam Ali Mosque in Najaf on 29 August 2003, and of the
Embassy of Turkey on 14 October 2003, the murder of a Spanish diplomat on 9 Oc-
tober 2003, and the assassination of Dr. Akila al-Hashimi, who died on 25 Sep-
tember 2003, and EMPHASIZES that those responsible must be brought to justice;

19. CALLS UPON Member States to prevent the transit of terrorists to Iraq, arms
for terrorists, and financing that would support terrorists, and emphasizes the im-
portance of strengthening the cooperation of the countries of the region, particularly
neighbors of Iraq, in this regard,;

20. APPEALS to Member States and the international financial institutions to
strengthen their efforts to assist the people of Iraq in the reconstruction and devel-
opment of their economy, and urges those institutions to take immediate steps to
provide their full range of loans and other financial assistance to Iraq, working with
the Governing Council and appropriate Iraqi ministries;

21. URGES Member States and international and regional organizations to sup-
port the Iraq reconstruction effort initiated at the 24 June 2003 United Nations
Technical Consultations, including through substantial pledges at the 23—-24 October
2003 International Donors Conference in Madrid;

22. CALLS UPON Member States and concerned organizations to help meet the
needs of the Iraqi people by providing resources necessary for the rehabilitation and
reconstruction of Iraq’s economic infrastructure;

23. EMPHASIZES that the International Advisory and Monitoring Board (IAMB)
referred to in paragraph 12 of resolution 1483 (2003) should be established as a pri-
ority, and reiterates that the Development Fund for Iraq shall be used in a trans-
parent manner as set out in paragraph 14 of resolution1483 (2003);

24. REMINDS all Member States of their obligations under paragraphs 19 and
23 of resolution 1483 (2003) in particular the obligation to immediately cause the
transfer of funds, other financial assets and economic resources to the Development
Fund for Iraq for the benefit of the Iraqi people;
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25. REQUESTS that the United States, on behalf of the multinational force as
outlined in paragraph 13 above, report to the Security Council on the efforts and
progress of this force as appropriate and not less than every six months;

26. DECIDES to remain seized of the matter.

Chairman HYDE. Ms. Pletka, you are next.

STATEMENT OF DANIELLE PLETKA, VICE PRESIDENT, FOR-
EIGN AND DEFENSE POLICY STUDIES, AMERICAN ENTER-
PRISE INSTITUTE

Ms. PLETKA. Thank you, Mr. Chairman. Sorry. Technology gets
the best of us.

Mr. Chairman, distinguished Members, thank you very much for
inviting me to be here today. At first glance the Oil-for-Food scan-
dal at the United Nations appears a story of bureaucratic shenani-
gans, graft and mismanagement. In fact, its implications are far
wider. As the United States prepares to hand responsibility for
Iraq to the United Nations, the U.N.’s administration of the Oil-for-
Food Program brings into question the efficacy and integrity of the
institution and its abilities to function credibly in Iraq. As we rely
more and more on global bodies like the U.N., the ability of those
bodies to enforce their members’ will, to rely on their personnel and
to operate transparently are matters that concern all responsible
nations.

Since the publication of the alleged kickback list from the United
Nations Oil-for-Food Program for Iraq, there has been a good deal
of debate about the program. The temptation in the face of growing
evidence of official corruption is to assign blame, pledge to root out
this sort of malfeasance in the future and move on. Secretary Gen-
eral Annan has already asserted that any problems were the fault
of the members of the Security Council. Others pinpoint Benon
Sevan, the Director of the Office of the Iraq Program and an al-
leged recipient of a kickback voucher from Saddam.

In individual cases pay-offs can explain in part why the program
had so many failings. After all, if it is true that Benon Sevan was
being bribed by Saddam Hussein, then we can more easily under-
stand why it was impossible to engage the Office of the Iraq Pro-
gram in any systematic effort to effectively implement sanctions.
Similarly, it should come as no surprise that if companies could get
contracts through bribes, and without fear of punishment, they
Wouldddo so. But generally speaking, there is plenty of blame to go
around.

Originally the program was conceived to address the fact that
the United Nations’ sanctions on Iraq were inflicting suffering on
the Iraqi people rather than on Saddam Hussein. The first resolu-
tion to suggest such a program, U.N. Security Council Resolution
706 in 1991, envisioned the U.N. Secretary General himself in con-
trol of contracting and revenues. Saddam Hussein was cut out of
the whole process. But Saddam correctly judged that if he held out,
a better deal would come along, and in 1995, with U.N. Security
Council Resolution 986, it did.

The very nature of the U.N. Security Council 986 resolution in-
vited corruption. Saddam Hussein’s own government was respon-
sible for developing distribution lists, deciding needs, contracting
with suppliers and delivering goods to the end users in much of
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Iraq. There was no requirement that Saddam find the best goods
or the cheapest supplier. No surprise then that Saddam used the
contracting process to reward friendly countries and punish en-
emies. Nor is it any surprise that many of the companies involved
were willing to pay surcharges for lucrative contracts often to ship
shoddy and unneeded goods into Iraq. For example, I gather a De-
partment of Defense audit found that two-thirds of all Egypt con-
tracts were deemed overpriced by an average of not 10. But 23 per-
cent, and of the 124 Russian contracts that they investigated, 51
were found to have illegal surcharges. Imagine. These were not
contracts in violation of sanctions, but allowed within the sanctions
regime. Billions in business was also taking place outside the sanc-
tions regime, benefiting Saddam Hussein directly. In many cases
the United Nations was fully aware of those violations, but did al-
most nothing to stop them despite United States efforts.

Meanwhile, throughout the course of the 1990s, beginning as
early as 1991, everyone from Kofi Annan to the Foreign Ministers
and Presidents of Russia, China and France, not to speak of
Saddam’s friends in the Arab League, were all condemning the in-
humanity of the sanctions regime. But even the loose system under
U.N. Security Council Resolution 986 and its follow-on resolution,
1153, weren’t good enough for Saddam and his allies. By 1999, he
was allowed to sell an unlimited amount of oil, buy an unlimited
amount of nonmilitary goods, and contract for exploration in exist-
ing oil fields.

If the Oil-for-Food Program itself was a problem, the regulation
of so-called dual-use goods was even worse. Under the terms of the
original resolution regulating the importation of such goods, U.N.
Security Council Resolution 1051, there were meant to be weapons
inspectors ensuring imports weren’t diverted, but there were only
150 inspectors on the ground checking up on the program, and
after 1998 there were none. In theory, the U.N. people were doing
the job, but they didn’t have the time, the expertise or the willing-
ness to hire more personnel despite the fact that they were receiv-
ing fully 3 percent of Oil-for-Food revenues for their own costs.

Nor did the United Nations Secretariat or the Office of the Iraq
Program express particular concern. Their main focus at the time
and the object of constant protest to the United States and to any
member of the press who would listen was the more than $1 billion
in holds, objections to particular contracts, that the United States
and Britain had on goods going into Iraq.

Chairman HYDE. Ms. Pletka, can you summarize it in 2 more
minutes?

Ms. PLETKA. I can summarize it in 2 more minutes. Yes, sir. I
am sorry.

Chairman HYDE. Thank you.

Ms. PLETKA. These are the facts. For the most part those of us
who paid attention to Iraq and to the sanctions were well aware
of them in the early 1990s. Corruption, smuggling and sanctions
violations were common knowledge. For the U.N. Secretary Gen-
eral to assert that they weren’t aware of the problem is absurd.
But Saddam is gone now and the sanctions regime is finished. Why
do we care?
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There are some obvious answers. The criminal behavior such as
taking bribes, accepting vouchers and the like must be ferreted out.
As Claudia Rosett has ably documented, there is almost no ac-
countability within the United Nations. OIP officials have protested
they did diligent oversight, and they underwent up to 100 audits,
but GAO has not seen the audits and testified that, “it is unclear
how OIP performed its oversight function.”

Mr. Chairman, you have to file a financial disclosure form as
most every one of your colleagues and many of your staff. The pur-
pose is to reveal conflicts of interest or suspicious sources of in-
come. And lying about that is subject to criminal penalty. A similar
accountability system within the United Nations only applies to the
rank of Assistant Secretary General and above, and it is not en-
tirely clear what the punishment is if you violate or lie on those
forms. Benon Sevan, who is alleged to have received an oil voucher
from Saddam’s government, hasn’t even been suspended from his
paid position and intends to resign without ever having been sus-
pended. In such a bureaucracy, only a person’s innate honor and
honesty is a guarantor against corruption.

But there is a more serious issue at hand as well. Setting aside
the question of corruption, even if the program had been squeaky
clean, it is clear that those administering the Iraq sanctions were
not fully committed to their success. And why should they have
been? They don’t work for the United States. There are five perma-
nent members of the Security Council, and at least three of them
did not support sanctions against Iraq. The leaders of France,
China and Russia had all made clear that the time for sanctions—
the time had come for sanctions to end. Indeed Syria, which sat on
the Security Council during the height of the debate over Iraq, was
the number one violator of U.N. sanctions on Iraq. Why should
U.N. employees enforce with any enthusiasm a system that is not
supported by the majority of the members of the United Nations?

For those who contend that we must always proceed on the basis
of multilateralism and that the Untied Nations should be the de-
fault instrument of American foreign policy, this is a real dilemma.
Many of us conclude instead the U.N. should be used when pos-
sible, but when consensus is unachievable or so dilutes our goals
as to be useless to our purpose, then we must move on alone.

But it is fashionable in many quarters to reject that kind of
thinking as “unilateralism and as illegitimate absent the U.N. good
housekeeping seal of approval.” Those who argue that need to ex-
plain why the corruption and mismanagement we are finding in
the Oil-for-Food Program will not be characteristic of other such
programs in the future. If the Council is divided, and cannot agree
to enforce the resolution it agrees upon, it should come as no sur-
prise that the staff of the United Nations, from the Secretary Gen-
eral on down, don’t feel it incumbent upon them to carry out U.N.
resolutions to the letter. And if they can take bribes without fear
of punishment in order to subvert those resolutions, the problem of
enforcement is graver still. If the U.N. is intended to be an arm of
our foreign policy, then Iraq sanctions are indeed an objection les-
son.

Thank you very much.

Chairman HYDE. Thank you, Ms. Pletka.
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[The prepared statement of Ms. Pletka follows:]

PREPARED STATEMENT OF DANIELLE PLETKA, VICE PRESIDENT, FOREIGN AND
DEFENSE POLICY STUDIES, AMERICAN ENTERPRISE INSTITUTE

(Ii/lr. Chairman, distinguished members, thank you for inviting me to be here
today.

At first glance, the oil for food scandal at the United Nations appears a mundane
story of bureaucratic shenanigans, graft and mismanagement. In fact, its implica-
tions are far wider. As the United States prepares to hand responsibility for Iraq
to the United Nations, the UN’s administration of the oil for food program brings
into question the efficacy and integrity of the institution and its ability to function
credibly in Iraq. As we rely more and more on global bodies like the UN, the ability
of those bodies to enforce their members’ will, to rely on their personnel and to oper-
ate transparently are matters that concern all responsible nations.

Since the publication of the alleged kickback list from the United Nations oil for
food program for Iraq there has been a good deal of debate about the program. Play-
ing out their own version of Casablanca, officials from the United Nations have de-
clared themselves “shocked” that the oil for food program was a tangled web of, at
best, incompetence, at worst, bribery, deceit, corruption.

The temptation in the face of growing evidence of official corruption is to assign
blame, pledge to root out this sort of malfeasance in the future and move on. Sec-
retary General Annan has already asserted that any problems were the fault of the
members of the Security Council. Others pinpoint Benon Sevan, the director of the
Office of the Iraq Program at the United Nations, and an alleged recipient of a kick-
back voucher from Saddam. In this political season, still others have asserted, var-
iously, that the Clinton or Bush Administrations are to blame for the scandalous
behavior at the UN.

In individual cases, payoffs can explain in part why the program had so many
failings. After all, if it is true that Benon Sevan was being bribed by Saddam Hus-
sein, then we can more easily understand why it was impossible to engage the Of-
fice of Iraq Program in any systematic effort to effectively implement sanctions.
Similarly, it should come as no surprise that if companies could get contracts
through bribes and without fear of punishment, they would do so.

But generally speaking, there is plenty of blame to go around, because the failings
of the oil for food program can be traced directly back to the failings of international
institutions in general and consensus-based multilateralism in particular.

Originally, the program was conceived to address the fact that United Nations
sanctions on Iraq were inflicting suffering on the Iraqi people rather than on Sad-
dam Hussein. The first resolution to suggest such a program, UNSCR 706 in 1991,
envisioned the UN Secretary General in control of contracting and revenues; Sad-
dam Hussein was cut out of the whole process. But Saddam correctly judged that
g 51e held out, a better deal would come along; and in 1995 with UNSCR 986, it

id.

The environment surrounding passage of 986 was typical at the UN. The crisis
had passed, as had the pressure for decisive action, and the loose nature of the con-
trols outlined in the resolution reflect that. The compromise contained in 986 gave
rise to two classes of victim: first, the Iraqi people, who remained at the mercy of
this dictator; and second, the rest of the world, which was relying on the effective
administration of sanctions to contain the Iraqi threat.

The very nature of UNSCR 986 invited corruption. Saddam Hussein’s own govern-
ment was responsible for developing distribution lists, deciding needs, contracting
with suppliers and delivering goods to the end users in much of Iraq. There was
no requirement that Saddam find the best goods or the cheapest supplier. No sur-
prise then that Saddam used the contracting process to reward friendly countries
and punish enemies. Nor is it any surprise that many of the companies involved
were willing to pay surcharges for lucrative contracts, often to ship shoddy and
unneeded goods into Iraq. For example, I gather that a Department of Defense audit
found that two thirds of all Egypt’s contracts were deemed overpriced by an average
of 23 percent, and of the 124 Russian contracts investigated, 51 were found to have
illegal surcharges.

Imagine, these were not contracts in violation of sanctions, but allowed within the
sanctions regime. Billions in business was also taking place outside the sanctions
regime, benefiting Saddam Hussein directly. In many cases the United Nations was
fully aware of those violations, but did almost nothing to stop them.

Meanwhile, throughout the course of the 1990s beginning as early as 1991, every-
one from Kofi Annan to the Foreign Ministers of Russia, China and France, not to
speak of Saddam’s friends inside the Arab League, were all condemning the inhu-
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manity of the sanctions regime. Each loosening of the sanctions (and they were offi-
cially loosened roughly every two years) came in response to enormous international
pressure.

Denis Halliday, the UN administrator of the oil-for-food program, resigned in
1998 to protest the sanctions. Halliday said, “We are in the process of destroying
an entire country” and labeled the sanctions as “nothing less than genocide.”

But even the loose system under UNSCR 986 and its follow-on resolution 1153
weren’t good enough for Saddam or his allies. By 1999 he was allowed to sell an
unlimited amount of oil, buy an unlimited amount of non-military goods and con-
tract for exploration in existing oil fields; he was building palaces, importing fleets
of luxury cars and, best of all, there were no weapons inspectors inside Iraq.

If the oil for food program was a problem, the regulation of so-called dual use
goods was even worse. Under the terms of the original resolution regulating the im-
portation of such goods, UNSCR 1051, there were meant to be weapons inspectors
insuring that imports weren’t diverted. There were just 150 inspectors on the
ground checking up on the oil for food program; and after 1998, there was no one
inspecting dual use. In theory, the UN people were doing the job, but in practice
they didn’t have the time, the expertise or the willingness to hire more personnel.
All this while they receiving fully three percent of the OFF revenues for their own
costs.

Nor did the United Nations secretariat or the Office of the Iraq Program express
particular concern. OIP officials who met with US government and congressional
groups were hostile and angry, furious over any insinuations that the program could
be improved in any way. Their main focus and the object of constant protest to the
United Nations and to any member of the press who would listen was the more than
$1 billion in holds—objections to particular contracts—the United States and Great
Britain had on goods going into Iraq.

These are the facts; for the most part, those of us who paid attention to Iraq and
to the sanctions were well aware of them beginning in the early 1990s. Corruption,
smuggling and sanctions violations were common knowledge. For the United Na-
tions Secretary General or his spokesmen to assert that they weren’t aware of the
problems is absurd. But Saddam is now gone and the sanctions regime is over. So
why do we care?

There are some obvious answers to that question: Criminal behavior such as tak-
ing bribes and accepting “vouchers” should be ferreted out and prosecuted. As Clau-
dia Rosett has ably documented, there is almost no accountability within the United
Nations. OIP officials have protested they did diligent oversight and underwent up
to 100 audits. But GAO has not seen the audits and has testified that “it is unclear
how [OIP] performed this function.”

Mr. Chairman, you must file an annual financial disclosure, as must every one
of your colleagues and many of your staff. The purpose is to reveal any potential
conflicts of interest or suspicious sources of income. Lying about that income (includ-
ing bribes and kickbacks)—or just lying about your assets—is subject to criminal
penalty. A similar accountability system within the United Nations applies only to
the rank of assistant secretary general and above. Indeed, it is not entirely clear
Evhgt the penalty is within the United Nations if you are actually caught taking

ribes.

Benon Sevan, who is alleged to have received an oil voucher from Saddam’s gov-
ernment, has not even been suspended from his paid position. In such a bureauc-
racy, only a person’s innate honesty is a guarantor against corruption. That’s not
much of a way to run a ship.

But there is a more serious issue at hand here. Set aside for a moment the ques-
tion of corruption. Even if the program had been squeaky clean, it is clear that those
administering the Iraq sanctions were not committed to their success. Why should
they have been? They don’t work for the United States. There are five permanent
members of the Security Council, and at least three of them did not support sanc-
tions against Iraq.

The leaders of France, China and Russia had all made clear that the time had
come for sanctions to end, despite the fact that Saddam Hussein had not complied
with the terms of the original cease fire resolution following his ouster from Kuwait.
Indeed, Syria, which sat on the Security Council during the height of the debate
over Iraq, was the #1 violator of UN sanctions on Iraq. Why should UN employees
enforce with any enthusiasm a system that is not supported by the majority of the
members of the United Nations?

For those who contend that we must always proceed on the basis of
multilateralism and that the United Nations should be the default instrument of
American foreign policy, this is a real dilemma. Many of us conclude instead that
the United Nations should be used when possible, but when consensus in that body
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is unachievable, or so dilutes our goals so as to be useless to our purpose, then we
must move on alone.

It is fashionable in many quarters to reject this kind of thinking as
“unilateralism” and as per se “illegitimate” absent the UN’s good housekeeping seal
of approval. Those who argue this, however, need to explain why the corruption and
mismanagement we are finding in the OFF program will not be characteristic of
other multilateral responses to similar problems in the future.

The history of the United Nations’ dealings with Iraq is a story of international
bickering, disagreement, and lowest common denominator solutions. In almost every
instance where the Security Council was able to act, it was because of a crisis. With-
in weeks of the crisis passing, the unanimity of the Council disappeared.

If the Council is divided, and cannot agree to enforce the very resolutions it
agrees upon, it should come as no surprise that the staff of the United Nations, from
the Secretary General on down, do not feel it incumbent upon them to carry out
UN resolutions to the letter of the law. And if they can take bribes without fear
of punishment in order to subvert those resolutions, the problem of enforcement is
graver still.

If the UN is intended to be an arm of our foreign policy, then Iraq sanctions are
an object lesson. There must be drastic reform.

Chairman HYDE. Professor or Dr. Ruggie, please.

STATEMENT OF JOHN G. RUGGIE, PH.D., EVRON AND JEANE
KIRKPATRICK PROFESSOR OF INTERNATIONAL AFFAIRS,
AND DIRECTOR, CENTER FOR BUSINESS AND GOVERNMENT,
JOHN F. KENNEDY SCHOOL OF GOVERNMENT, HARVARD
UNIVERSITY

Mr. RUGGIE. Thank you very much, Mr. Chairman. It is a great
honor for me to be here. I would just like to touch on a few of the
main points of my testimony. I have left with you a larger prepared
statement.

Let me begin by saying at the outset that I would be deeply sad-
dened if even one U.N. official were found guilty of wrongdoing in
the Oil-for-Food Program. The Volcker panel will make appropriate
investigations and recommendations to Kofi Annan, and I would
expect, sir, that the Secretary General, if it turns out that someone
is implicated, would waive all diplomatic immunities and permit
any such individual to be tried in a court of law and suffer what-
ever punishment is meted out.

I am very troubled by the question that are you addressing, Mr.
Chairman, about how this could have happened. The critics of the
U.N. have made this into largely a morality tale of evil bureaucrats
on the take, and we will see what the Volcker panel turns up in
that connection. I would hope, sir, that we could take a broader
look at the tough choices that governments, including the United
States Government, faced and had to make throughout this proc-
ess.

Let’s recall, to begin with, that in 1991, at the end of the war,
we left Saddam Hussein in place as the authoritarian leader of a
society that we regarded until the war as a sovereign entity. The
rest of the world, therefore, was obliged to treat Saddam Hussein
as the leader of a sovereign nation.

A lot of things followed from that right from the beginning, in-
cluding the question of how did he get to pick the contractors that
were involved. The answer is very simple. He accepted no other
proposition. He was perfectly happy to see his people suffer and die
and blame us for their suffering and dying. And we, the United
States, the United Kingdom and other countries, would have taken
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the hit not only in terms of the moral cost of that, but also in terms
of international public opinion.

We started the problem by the way we ended the war in 1991.
My first point.

My second point in the mid-1990s it became clear that Saddam
Hussein was smuggling oil out of Iraq. He was building up his own
coffers. Sanctions were beginning to be questioned at the same
time we knew that they were necessary. The humanitarian costs by
that time became unbearable. Sir, they didn’t become unbearable
for Saddam. They became unbearable for us. We, the outside world,
were put in a position of having to persuade Saddam Hussein to
allow us to feed his people. And he, as I said, determined essen-
tially the basic conditions under which we were allowed to do that.
That is my second point.

My third point has to do with the Oil-for-Food Program and what
it was and wasn’t responsible for. Congressman Lantos has already
said that the Oil-for-Food Program had nothing do with oil smug-
gling. The United States set up a maritime force in the Persian
Gulf that was supposed to interdict the flow of oil out through the
Gulf. And I remember at the time, sir, watching the evening news
and seeing trucks roll into Turkey and into Jordan laden down
with oil. So I assume it wasn’t a secret to the United States Gov-
ernment if it was on ABC News.

There is a lesson to be learned here, Mr. Chairman. I believe
that the United States, the United Kingdom and others ignored
those oil exports for the simple reason that the sanctions, as sanc-
tions invariably do, had the biggest impact on the neighboring
countries. We weren’t prepared to compensate for the economic
losses that they suffered. Some of them are our close allies, includ-
ing in the struggle against Saddam, and so as a matter of strategic
policy choice I would guess we decided to look the other way.

My next point concerns who was doing what on the 661 Com-
mittee. Mr. Chairman, there were something like 30,000 contracts
approved over the life of the 661 Committee. As best as I can deter-
mine, and I certainly haven’t gone through all 36,000 contracts, but
as best as I can determine, not a single member of the 661 Com-
mittee ever held up a single contract based on pricing issues. Sev-
eral thousand were held up for potential dual-use technology prob-
lems; not a single one for pricing issues. The U.S. and the UK were
the ones that were holding up contracts.

Never one, to the best of my knowledge, on pricing issues. Why?
Did we not know? Were we stupid? Were we complicitous? My
sense is that, again, we made a policy choice. The sanctions regime
was fraying. Some of the contracts were going to other members of
the committee. We needed to hold the sanctions together to make
sure that Saddam did not get the capability to reconstitute his
weapons of mass destruction, and that was the price that we were
willing to pay is my guess.

Chairman HYDE. Doctor, can you summarize in 2 more minutes?

Mr. RUGGIE. I can, sir. I can. No problem.

What did the U.N. staff do about these things? Congressman
Lantos has already alluded to this as well. It was the U.N. oil over-
seers who first alerted the 661 Committee to the oil pricing scam
on the basis of which the U.S. and the U.K. then changed the sys-
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tem. The price padding was harder to detect for a variety of tech-
nical reasons, but, again, dozens of contracts were held up by the
Secretariat pending further analysis of pricing issues.

Congressman Hyde, the inference that I draw from this was that
the United States paid a price in order to get a job done. The job
was to contain Saddam Hussein and to make sure he didn’t recon-
stitute his weapons of mass destruction, and to alleviate as much
as possible the humanitarian costs of the sanctions. That may not
have been the wisest policy choice, but that is the policy choice that
two American Administrations made.

Finally, Mr. Chairman, if I may, at the end a comment from the
heart. I am truly distressed, sir, by the cavalier manner in which
the day-to-day contributions of humanitarian aid workers around
the world are discounted, dismissed and even vilified by people who
in some cases rarely venture beyond talk show green rooms and
Washington think tanks. Over the past 10 years, the United Na-
tions has lost more civilian members in conflict zones than it has
peacekeepers. I lost good friends in Baghdad last August when the
U.N. headquarters were blown up. They didn’t have to be there,
sir, but they wanted to help.

They are unsung humanitarian heroes, and I would like the
record to show that I remembered them this morning. Thank you.

Chairman HYDE. Thank you, Dr. Ruggie.

[The prepared statement of Mr. Ruggie follows:]

PREPARED STATEMENT OF JOHN G. RUGGIE, PH.D., EVRON AND JEANE KIRKPATRICK
PROFESSOR OF INTERNATIONAL AFFAIRS, AND DIRECTOR, CENTER FOR BUSINESS
AND GOVERNMENT, JOHN F. KENNEDY SCHOOL OF GOVERNMENT, HARVARD UNI-
VERSITY

Chairman Hyde and distinguished members of the Committee: I am honored to
be here today to discuss with you important issues concerning the United Nations
oil-for-food program.

Allow me to introduce myself: Currently, I am the Evron and Jeane Kirkpatrick
Professor of International Affairs, and the Frank and Denie Weil Director of the
Center for Business and Government, at Harvard University’s Kennedy School of
Government. From 1997-2001, I served as Assistant Secretary-General and senior
adviser for strategic planning to UN Secretary General Kofi Annan. I had no re-
sponsibility for the oil-for-food program, but UN-US relations fell into my portfolio.
Although I have returned to full-time academic life, I continue to advise the Sec-
retary General on an initiative called the Global Compact, which engages the pri-
vate sector in the promotion of UN principles in the areas of human rights, labor
standards and environmental sustainability. I am here today in my personal capac-
ity as an American citizen and a professional student of international politics.

Let me state at the outset that I would be sickened if even one of my former col-
leagues at the UN were found guilty of wrong-doing in the oil-for-food program. But
if that were to be the case, I expect that the Secretary-General would waive all dip-
lomatic immunities and permit any such individual to be prosecuted in a court of
law. As you know, an independent inquiry headed by Paul Volcker is now in place;
the other members are the highly respected Justice Richard Goldstone of South Afri-
ca, and Swiss law professor Mark Pieth, an internationally recognized expert on
money laundering. Their mandate includes investigating not only possible individual
malfeasance but also whether there were improprieties in the administration and
management of the program overall. The panel has been endorsed by a unanimous
Security Council resolution, and the Secretary General has pledged to open every
file, and make available every official, it needs to fulfill its mandate. Kofi Annan
has demonstrated his commitment to transparency and integrity in very difficult sit-
uations before, including the inquiries into Rwanda, Srebrenica and the security
failures at Baghdad headquarters. So I agree fully with Ambassador Negroponte’s
assessment at the Senate Foreign Relations Committee hearings on this subject on
April 7, 2004, when he said: “I believe that the fundamental motivation of the Sec-
retary-General is to have maximum transparency.”
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Mr. Chairman, Members of the Committee:

Like you, I am deeply troubled by the question “how could this have happened”—
where “this” refers to Saddam Hussein’s smuggling, surcharges, bribes and kick-
backs, part of it under the nose of the oil-for-food program. UN critics have claimed
that individual greed and bureaucratic interests in the United Nations were respon-
sible—some of them out of sheer eagerness to score points against the UN and to
render it an illegitimate and irrelevant instrument of American foreign policy in the
economic and political reconstruction of Iraq.

But even if charges against individuals were proven to be true—and it is impor-
tant to remind ourselves that, so far, none have been—that story would remain par-
tial and skewed. In the interest of maximizing the lessons learned, I want to suggest
that this one episode of the world’s relations with Saddam Hussein, like so many
others, illustrates the deeper reality that the United States and the United Nations
often found themselves forced to choose the lesser of evils in trying to get the job
done in Iraq. I will frame my answer to the “how could this have happened” ques-
tion around ten core facts.

1. The 1991 Gulf war left Saddam in power as the authoritarian master of a
sovereign state, and that is how the rest of the world, including the United
Nations, was obliged to deal with him thereafter.

2. The world community, led by the United States, did impose a disarmament
and sanctions regime on Saddam, designed to destroy his weapons of mass
destruction and deny him the capability to reconstitute, or the resources to
purchase, such weapons in the future. There were efforts from the start to
include a humanitarian component in the sanctions to offset their adverse
effects on the Iraqi people, but Saddam rejected it as an intrusion into Iraqi
sovereignty. In any case, no one in 1991 anticipated that sanctions would
have to remain in place as long as they did.

3. By the mid 1990s Saddam was still in power; by then he was smuggling
substantial quantities of oil out of the country; and he was still suspected
of developing weapons of mass destruction. So sanctions remained nec-
essary. But the human costs they imposed on the Iraqi people became un-
bearable—not for Saddam, who couldn’t have cared less, but for the inter-
national community. So we—the outside world—persuaded him to allow us
to feed his people and to provide them with necessary medicines and other
humanitarian goods, funded through the supervised sale of Iraqi oil. That’s
how the oil-for-food program came into existence. One of the questions that
has been asked repeatedly of late is: why was Saddam allowed to pick and
choose with whom to contract these sales and purchases? The answer is ob-
vious: Saddam did not accept any other terms. He was fully prepared to let
innocent Iraqis suffer, blame the consequences on the sanctions, and have
us take the hit in international public opinion.

At this point I need to take a minute to describe the overall structure of the oil-
for-food program. Imagine, for starters, that this Committee—the House Committee
on International Relations—was assigned responsibility for supervising the current
reconstruction of Iraq, and that you had to approve every contract with Bechtel,
Halliburton or any other firm providing goods and services there. And imagine fur-
ther that you designated a unit in one of the departments of government—say a
group of civilians in the Pentagon—to prepare the paperwork for you, as well as to
monitor and for some parts of the country actually to execute the program in Iragq.
That’s how the oil-for-food program was set up: the Security Council exercised over-
sight, and the Office of the Iraq Program supported the Council’s work and was re-
sponsible for its implementation on the ground. Now I'll get back to my narrative.

4. The oil-for-food program had no responsibility for preventing Saddam from
smuggling oil out of the country. The United States set up a special mari-
time force in the Persian Gulf for that purpose, but according to the GAO
it interdicted only about 25 percent of the outflow. And I remember watch-
ing clips on the evening news at the time showing trucks weighed down
with Iraqi oil rolling into Jordan and Turkey; it was also public knowledge
that oil was pipelined into Syria. Perhaps the United States thought the
quantities involved weren’t large enough to worry about. Or perhaps we re-
alized that the Iraq sanctions had hit Iraq’s neighbors particularly hard—
as sanctions invariably do. And because some of them were our close allies,
including in the struggle against Saddam, we may simply have chosen to
ignore that illicit trade. Whatever the case, here’s the important point for
the oil-for-food program: the recent GAO report states that Iraq gained
$10.1 billion from illegal oil revenues and kickbacks, but $5.7 billion of
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that—well over half—actually came from smuggling, which was entirely un-
related to the UN’s responsibilities. Needless to say, the remaining $4.4 bil-
lion is still a lot of money, and it is directly associated with the oil-for-food
program. So let’s look more closely at that.

5. The Security Council had oversight for the oil-for-food program—a com-
mittee of the whole called the 661 committee, after the number of the reso-
lution that authorized the sanctions in the first place. It approved roughly
36,000 contracts over the life span of the program. Every member had the
right to hold up contracts if they detected irregularities, and the US and
Britain were by far the most vigilant among them. Yet, as best as I can
determine, of those 36,000 contracts not one—not a single solitary one—was
ever held up by any member on the grounds of pricing. Several thousand
were held up because of dual-use technology concerns. What does this sug-
gest about US and British motives, as permanent members of that com-
mittee? Stupidity? Complicity? Or competing priorities? I strongly suspect
it was the last. Support for the sanctions was eroding fast. Saddam’s alloca-
tion of contracts significantly favored companies in some of the countries
that were also represented on the committee. So it seems reasonable to
infer that the US and Britain held their noses and overlooked pricing irreg-
ularities in order to keep the sanctions regime in place and to put all their
efforts into preventing dangerous technologies from getting into Saddam’s
hands. Besides, we need to bear in mind today that the magnitude of the
skimming problem was not known to anyone at the time; it has become
clear only as files have been opened in Baghdad.

6. What did the UN staff do about these things? Time—and the Volcker in-
quiry—may tell that they didn’t do enough, or worse. But fairness requires
us also to acknowledge that it was UN oil overseers who first alerted the
661 committee to Saddam’s oil-pricing scam, in which he undercharged
some buyers, who then made excess profits on resale and shared the pro-
ceeds with Saddam. The US and Britain then persuaded the committee to
change the rules of the oil pricing game, significantly limiting if not com-
pletely eliminating the problem.

7. Detecting price padding in Iraq’s purchase of goods in many cases was
harder because obvious benchmarks were lacking, or because the goods
were custom made. I understand that the Secretariat as a rule of thumb
allowed a small margin of variation, roughly 10 percent, based on some
comparative shopping. Saddam may well have learned to game the situa-
tion because he kept most surcharges within this band. Nevertheless, I am
told that the Secretariat on numerous occasions delayed contracts for fur-
ther investigation and alerted the 661 committee to unresolved pricing con-
cerns in Iraq’s purchase of humanitarian goods. But, as I noted earlier, the
committee seems to have held up no contracts on these grounds.

8. Related to this point, the issue of transparency and accountability—or the
alleged lack of it—at the UN has been raised repeatedly in the recent oil-
for-food debates. The UN is an organization of governments; they make the
rules, and the Secretariat is held accountable to them. In addition to having
to approve all oil-for-food contracts, every member of the 661 committee re-
ceived and reviewed the program’s regular external financial audits. (I have
appended a summary financial statement of the oil-for-food program, pro-
vided to me by the UN, to the text of this testimony.)

Mr. Chairman, distinguished Representatives:

The inference that I draw from these facts is that the overriding policy priorities
were the maintenance of sanctions on Saddam Hussein in order to deny him weap-
ons of mass destruction, together with limiting the adverse humanitarian impact of
those sanctions on the Iraqi people. Other issues, including pricing scams and kick-
backs, the full magnitude of which would have been difficult if not impossible to
know at the time, seem to have been considered of lesser importance. Were these
the wrong priorities? Could the same aims have been achieved through cleaner
means? I'm not sure that I'm smart enough or wise enough to answer those ques-
tions, and I do know that we don’t have time enough to settle them today. Neverthe-
less, in concluding, I would like to stress two final points that have been largely
ovelrlooked in the frenzy of charges against the United Nations and some of its offi-
cials:

9. From everything we now know, it would appear that Saddam’s weapons of
mass destruction were eliminated, and that he was prevented from rebuild-
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ing them successfully. Intellectual honesty requires us to acknowledge that
UN weapons inspections and sanctions contributed to that outcome.

10. In addition, however ill conceived the design of the oil-for-food program may
have been, and whatever its management failures may turn out to be, it,
too, served the purposes that were asked of it. According to the official
records:

e Enough food was imported to feed all 27 million Iraqis, and their average
daily caloric intake increased by 83 percent. Malnutrition rates among
children under the age of five in the center/south in 2002 were half those
of 1996; in the three northern governorates—the Kurdish region—chronic
malnutrition decreased 56 percent.

e The program substantially improved health services by expanding sur-
gical and laboratory capacity, reducing communicable diseases, ensuring
the importation of vaccines that eliminated polio from the country, and
helping to reduce child mortality.

Oil-for-food contributed significantly to demining, an increase in agricul-
tural production and helped prevent further degradation of the country’s
public services. Clean water and more reliable electricity were provided
for millions of Iraqis and the infrastructure and functioning for the coun-
try’s housing, transportation and education systems were improved.

e And the evidence suggests that the oil-for-food program worked better in
every respect in the northern governorates—or the Kurdish region—be-
cause the UN was directly responsible and did not have to work through
Iraqi government agencies. Northern Iraq is more prosperous and stable
today as result.

America is discovering in Iraq today that we don’t have a surplus of policy instru-
ments to deal with the proliferating and escalating challenges that confront us
there. In fact, the reverse is true. If we are going to learn lessons from past experi-
ence they need to include not only what we did wrong, but also what we got right.
But we absolutely cannot afford to allow whatever did go wrong to be used as a pre-
text for undermining the legitimacy and utility of the United Nations to the people
of Irag—and to ourselves.

Thank you.

APPENDIX [—PROCEEDS FROM SALE OF IRAQI OIL AUTHORIZED BY THE SECURITY
COUNCIL

(FROM INCEPTION TO DECEMBER 31, 2003)
e Proceeds from the sale of oil as authorized by Security Council Resolutions 986
(1995) and subsequent resolutions amounted to $64.2 billion.
e In accordance with Security Council decisions,
— $42.7 billion was allocated to the humanitarian activities,

— $18 billion was allocated to the Compensation Commission,

— $0.5 billion to the United Nations Special Commission (UNSCOM) and its
successor, the United Nations Monitoring, Verification and Inspection Com-
mission (UNMOVIC),

— $0.6 billion for repayment to Member states who advanced funds for human-
itarian purchases pending the start of oil sales.

— $1.1 billion for the operational and administrative expenses associated with
the implementation of resolution 986

— $1.3 billion for transportation costs of oil.

o The total available for humanitarian activities amounted to $47.9 billion, as fol-
lows:

— Allocated from oil sales 42.7
— Interest earned 2.9
— Gain on currency exchange 2.3

o A total of $39.7 billion has been spent. This amount includes $7.7 billion set aside
for contracts to be delivered after 31 December.

— $8.1 billion has been transferred to the Development Fund for Iraq.
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— An unencumbered balance of about $400 million remains. Once the UN has
completed an assessment of the liabilities left against the account, the bal-
ance will be transferred to the Development Fund for Iraq.

Source: United Nations (April 23, 2004).
Chairman HYDE. Ms. Rosett.

STATEMENT OF CLAUDIA ROSETT, SENIOR FELLOW, THE
FOUNDATION FOR THE DEFENSE OF DEMOCRACIES

Ms. ROSETT. Mr. Chairman, distinguished Members of the Com-
mittee, thank you very much for the chance to testify here this
morning.

I would like to make the basic point that this actually had a
great deal to do both with U.S. tax dollars and, I think, with na-
tional security, and it is not simply an historical problem. And I
start with a word about the allegations, which have clearly been
distressing to the United Nations, especially to the Secretary-Gen-
eral, who has challenged his critics to produce evidence.

One of the difficulties of this entire discussion, investigation, one
I believe you yourselves will run into, is simply getting information
from the United Nations. And it is disingenuous in the extreme for
those in the Secretariat who actually have that information and do
not release it—for the United Nations as an institution that con-
trols vital records and does not release them, to then challenge crit-
ics to produce evidence.

Now, I want to go on to say, there is evidence. But the difficulty
that one runs into is, you pick up truly important threats in this
tale, and you run, you follow them to the locked closets of the
United Nations. Buried in the material that they kept secret, those
30,000-some contracts over the years, are things that I think have
great bearing on morality, on national security, on all the issues
that this program was supposed to address, and some of great con-
cern to us now.

The evidence, I think some of the witnesses here have already
reviewed, but what you basically need to know is there was the es-
timated 10 billion in graft, in smuggling. I believe that to be a
highly conservative figure. I also would suggest that smuggling was
very much the responsibility of the U.N.

Iraq was under sanctions. The fact that a policy decision is made
does not then excuse criminal doings. I believe they should still be
called attention to. And the basic problem there is that the U.N.
was not configured to take responsibility for enforcing its resolu-
tions. That might suggest a deep need either for restructuring the
United Nations in some way, or a very important need not to allow
them to assume responsibility for something as important as con-
trolling a hostile, aggressive, and extremely wealthy tyrant like
Saddam Hussein.

And this is where I would like to say, two of the things that have
received great focus here are only part of the picture. The abuses
were not limited just to waste, theft, fraud, graft, the now infamous
Mercedes-Benzes and sports stadiums and so on. Part of the prob-
lem was that Oil-for-Food—and I have a piece in The Wall Street
Journal this morning that will lay out for you some of the further
detail.
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But it became, basically, because of the secrecy and because Sad-
dam was allowed to choose his buyers and suppliers, a global net-
work for Saddam Hussein’s regime of dirty money, of secret deals,
of the ability to send huge amounts of funds, dwarfing, say, the
funds we believe were available to Osama bin Laden anywhere he
wanted to, not only under cover, but with the approving seal of the
United Nations.

And the Al Mada list, which has received so much attention, the
alleged bribes, those are allegations that are yet to be proven. To
make that the chief focus here, it is important, but it is dwarfed
again by the mother ship here, which was the $111 billion worth
of business that flowed through the secret accounts to which only—
really, those who had the most direct access were the U.N. Secre-
tariat which kept the records, which finally—which controlled the
escrow accounts in BNP Paribas, and which also had the presence
on the ground, was the interlocutor with Saddam’s regime, hired
the inspections firm. That was not done by the Sanctions Com-
mittee, that was the Secretariat. That was Mr. Annan, whose son
worked for the better part of 3 years for the company that got the
contract during that same period, and was not disclosed by the
U.N.

And the problem that you run into, if you start looking, inves-
tigating this, is that it is difficult for anyone outside the U.N. be-
cause the lists were kept so secret. You have to rely on leaked lists.
Some have leaked, and I can tell you at this point that if you look
at some of the companies that were authorized by the U.N. for Sad-
dam to do business, I count up at least 65 registered in Switzer-
land under terms of the U.N. deal. These were supposed to be end-
users buying at fair market price, the point being to minimize graft
opportunities and maximize the funding for the Iraqi people.

Switzerland, 65 firms. What was anyone thinking? Someone
needs to go and look at exactly how much money then flowed and
where it went. Forty-five in Cyprus, several in Panama, four in
Liechtenstein, one of which is tied to a firm that is on the U.N.’s
own designated terror watch list at this point with connections to
Eank Al Taqua, a terrorist and al Qaeda financing bank in the Ba-

amas.

And then finally we get to—and I would like to give you one spe-
cific example and try to wrap this up quickly. Seventy-five firms
were authorized—this is approved by the U.N.—on the list kept by
the U.N. to buy oil from Saddam that were based in the United
Arab Emirates, a placed soaked in oil. They don’t need to import
oil, they export. So what were these doing there?

Well, Treasury recently designated one, and this will give you an
idea of just how dirty this could get, and I do believe dangerous
since there were ties running through some of these places to al
Qaeda, to terrorist groups.

There has been no systematic investigation of these contracts
with an eye to that. None. In fact, it is not even obvious where the
U.N. at this point has placed all the documents or to whom it has
sent them. The case I point to was designated on April 15th by
Treasury as a front for Saddam’s own regime, a company called Al
Wasel and Babel, which set up business in Dubai, the United Arab
Emirates, in 1999 advertising on its Web site that it was there spe-
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cifically to cater to the needs of the Oil-for-Food Program. It turned
out to have been a front set up by senior officials of Saddam’s own
regime to sell relief goods to Saddam’s own regime.

From another list we can see, and I don’t have the full informa-
tion. It is confidential, okay; I only have a piece of it that is leaked.
From the year 2000 and 2001, Al Wasel and Babel had—Saddam
ordered up from them $190 million worth of goods.

Chairman HYDE. Could the gentlelady summarize in 1 minute?

Ms. ROSETT. Absolutely.

Basically, you had the chance on kickbacks coming and going for
enormous amounts of funds to flow to places like this. There was,
on the evidence, no supervision whatsoever. And I do believe it was
incumbent upon the Secretary-General of the United Nations, who
was present at the beginning, supervised the whole program, and
hired the men who ran it to have stood up at some point and said,
“This is getting way out of control, this is dangerous, this is dirty.”
And my recommendation to you would be, this is far too big and
complex a system, a scam, a scandal and, I think, still a threat to
the nation.

There are parts of Saddam’s regime still out there that are aware
of what happened, that people who took bribes or made kickbacks
or were involved in some way in the graft are also, please remem-
ber, liable to blackmail by anyone who knows what they did. That
would be leverage that may still be out there and must be taken
into account.

My recommendation would be that you need a full congressional
investigation into this. You are, in fact, the only body that has real
leverage to do anything here. You control with 22 percent of the
budget; our tax money that you control or you appropriate goes to
fund this. It is terribly important.

And I thank you very, very much for your attention this morn-
ing.

Chairman HYDE. Thank you.

[The prepared statement of Ms. Rosett follows:]

PREPARED STATEMENT OF CLAUDIA ROSETT, SENIOR FELLOW, THE FOUNDATION FOR
THE DEFENSE OF DEMOCRACIES

Mr. Chairman, distinguished members of the committee, I thank you for the op-
portunity to testify here today.

The title of this hearing is “Alleged Abuses & Oil-for-Food Program.” I would like
to start with a word about these allegations, because the United Nations over the
seven years of Oil-for-Food, and well into this year beyond, did so much to deflect
and deny them. When horrendous exposes were surfacing almost by the week, ear-
lier this year, Secretary-General Kofi Annan stuck rather longer than was remotely
appropriate to the carefully hedged line that he had seen no evidence of wrong-
doing. He challenged his critics to produce the evidence; he seemed unable to locate
any himself, though he has access to the full records of the Secretariat, and we do
not. This was disingenuous on the extreme, and I continue to fear that despite the
investigation soon to begin—in which Mr. Annan basically laid out the terms for in-
vestigating himself and his own institution—there will be no significant reform of
one of the most basic problems with the UN.

The problem I am referring to is the practice of secrecy with regard to almost ev-
erything that—if disclosed—would help prevent the recurrence of scandal, wrong-
doing and threats engendered by the UN to the democratic world, which I believe
Oil-for-Food became. Whatever the arguments in favor of nuance and confidentiality
in the UN’s dealings, there is no good reason the UN should not be fully accountable
to the general public for its budgets and book-keeping, funded to a significant extent
by U.S. taxpayers. There is no reason the Secretariat should not disclose in full its
financial arrangements in dealing with member states—especially those states sad-
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dled with corrupt and tyrannical regimes. There is no reason why the basic boost
to honesty provided by normal daylight should not be brought to the UN, and today
would not be a moment too soon.

Which brings me back to the subject at hand: Oil-for-Food. Surely Mr. Annan and
his colleagues in the Secretariat are aware that they sit on top of the very informa-
tion needed to more precisely document what anyone has to recognize at this point
as a huge relief program—the biggest every undertaken by the UN—gone horribly
and dangerously crooked. This is especially clear in light of the General Accounting
Office estimates of at least $10.1 billion in graft and smuggling during the seven
years of Oil-for-Food (and anywhere from $10-$40 billion in illicit funds stashed
away by Saddam’s regime). We can add to that the Defense Contract Management
Agency’s review last year of 759 sample Oil-for-Food contracts estimated to be over-
priced to the tune of $656 million, implying a graft overlay that varied among
Saddam’s clientele, but in some cases according to the DCMA reached as high as
40% above market price. We have had various statements by Treasury; we have had
press reports of Oil-for-Food wrong-doing going back for years. And with a huge col-
lection of anecdotal evidence still piling up, it is obvious that Oil-for-Food was deep-
ly corrupt. It is reasonable that Mr. Annan should request of his critics precise de-
tails, specific names and dates and instances. But in following those threads, one
slams into—over and over—the locked closets of the UN

The arguments made to me over and over by various officials in the UN Secre-
tariat about the UN practice of confidentiality are absurd, and self-serving, at public
expense. There were many aspects of Oil-for-Food for which the UN was quite will-
ing to break with precedent. The UN had never before tried to supervise the entire
foreign commerce of a major oil-producing nation run by a murderous and conniving
tyrant, but decided to do so. The UN has never before funded the Secretariat by
way of hefty commissions on oil revenues of a member state, but the Secretariat was
willing to vary routine to absorb that change. Transparency might be an alteration
of UN custom, but it is in no way too much to ask—or to demand.

To this I would add that it is vital to understand that the abuses under Oil-for-
Food were not limited solely to such egregious matters as waste, theft, fraud, graft,
the short-changing of the Iraqi people, the building of palaces, import of Mercedes-
Benz luxury cars and the influence-peddling among members of the UN itself, in-
%ludipg three veto-wielding members of the Security Council—China, France and

ussia.

Oil-for-Food became, in the end, something worse than the sum of all that.
Through this program, the United Nations allowed Saddam Hussein not only to per-
petuate his totalitarian rule of lies, violence and mass graves; Oil-for-Food also al-
lowed Saddam to set up a global network of dirty deals and filthy finance. Through
Oil-for-Food, as designed and run by the UN, Saddam was basically able to funnel
money as he chose, to just about anyone, anywhere, who was willing to become his
business partner. Whether that included UN staff remains to be seen. But that it
included a worldwide network of Saddam’s cronies and handpicked clientele can
hardly be in doubt. That it may have also included terrorist networks is a strong
probability it would seem ill-advised to ignore, though the UN for years certainly
ignored it, and no one in a position of official responsibility seems to have yet taken
that danger on board.

Much attention has been focused on the list based on documents from the Iraq
Oil Ministry and published January 25, 2004, in th Iraqi newspaper Al Mada, nam-
ing some 270 individuals and entities alleged to have received illicit oil vouchers
worth millions from Saddam. That list is intriguing, naming as it does such entities
as the Russian State, a major Chinese trading company, and such individuals as
a former French Ambassador to the UN, a prominent businessman in South Africa,
the President of Indonesia, and including the last name of the executive director of
Oil-for-Food, Benon Sevan. But the Al Mada list remains to be fully investigated,
and to make it the chief focus is to miss the main point.

It was the official Oil-for-Food program itself that was the basic problem. The
$111 billion worth of increasingly unfettered business that Oil-for-Food allowed to
Saddam absolutely dwarfs the Al Mada list. In seeing what was wrong here, it is
crucial to grasp a few things, for which we do have some documentation. One is that
Saddam was allowed to pick his own clientele, and the UN almost never said no.
The other is that many of these contracts had a thick layer of graft built in, which
let Saddam cheat the intended beneficiaries—the Iraqi people—in order to enrich
himself and his business partners. In other words, the UN-approved contracts
served as corridors through which Saddam’s filched funds could flow—and they
flowed by the billions. It is high time the UN shared with the world community its
information about where, exactly, this money went. On a secret UN list of oil buyers
authorized to deal with Saddam under Oil-for-Food, one finds (the list has leaked)
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at least 65 companies registered in Switzerland, 45 in Cyprus, seven in Panama and
four in Liechtenstein. Add to that at least 75 firms registered in the oil-soaked
United Arab Emirates. Does anyone seriously believe that the UN, in compiling this
list, believed that Saddam was dealing, as prescribed by Oil-for-Food, with end
users?

In looking at this program, and some of the links, I have increasingly begun to
wonder, in fact, whether Saddam, given his proclivities, and in tandem with his
other projects, might have been sending funding to Al Qaeda or other terrorist
groups via oil-for-food.

Certainly there was ample opportunity. To see how it might have worked, let’s
take the example of Al Wasel and Babel General Trading LLC, set up in Dubai, in
1999. Al Wasel and Babel was designated earlier this month by Treasury as a front
company set up by senior officials of Saddam’s own regime, to sell goods to
Saddam’s own regime, via Oil-for-Food (while also, according to Treasury, trying to
procure for Saddam an illicit, sophisticated surface-to-air missile system).

Where was the UN in all this?

There is plenty of blame to go around, but it was Mr. Annan’s Secretariat that
had the hands-on management of the program and daily contact with the Iraqi re-
gime. It was the Secretariat that had a massive presence on the ground in Iragq,
direct exchanges with Saddam (via Benon Sevan’s visits, as well as Kofi’s 1998 trip,
on which he met with Saddam in one of the palaces built under sanctions—did he
not notice?) It was Mr. Annan’s Secretariat that in 1998 replaced Lloyd’s Register
with Cotecna Inspections SA, without disclosing that Mr. Annan’s own son, had very
recently been employed by Cotecna for the better part of three years—first on staff
and then as a consultant.

It was Kofi Annan who while excusing himself from public comment on the abuses
under Oil-for-Food, went on record over and over criticizing the US and UK for plac-
ing too many contracts on hold. It was Mr. Annan’s signature on the distribution
plans approved for Saddam.

And it is Kofi Annan who has now set the terms of this investigation into what
he refers to as the UN staff, though surely he himself should be one of those under
scrutiny, along with the system heads. The issue is not simply whether people took
bribes or violated procedure. It is whether there was gross dereliction of duty at the
top, encouraged by a system of privilege and secrecy, configured to best serve those
with things to hide.

It bears noting, as well, that when Saddam went influence-peddling, it is highly
likely that he procured not only the willing cooperation of his clients, but the ability
to then blackmail them. He had little to lose: he was already under sanctions, and
he had already thoroughly gamed the system. The recipients had plenty to lose, they
still do, and we can expect that there will be huge pressure to stall and obstruct
any serious inquiry.

Oil-for-Food was far too big, too complex, and too crooked for any one congres-
sional hearing, or even a series of hearings to get to the bottom of it. This scandal,
for both size and menace, dwarfs BCCI. And if I can make one contribution today,
it would be to strongly urge that the “independent” investigation of the UN, as
framed by the Secretary-General of that same UN, be backed up by a full congres-
sional investigation. American taxpayers fund some 22% of the UN’s core budget,
and have sacrificed greatly in the effort to start righting some of the immense
wrongs done under Saddam. In these, the UN by way of Oil-for-Food became a col-
laborator. What went wrong at the UN must be understood, and fixed before the
UN should again be entrusted with anything involving serious or important respon-
sibilities—especially in matters with so much bearing on national security.

Chairman HYDE. Mr. Soussan.

STATEMENT OF MICHAEL SOUSSAN, FORMER PROGRAM
COORDINATOR, UNITED NATIONS OIL-FOR-FOOD PROGRAM

Mr. SoussaN. Thank you, Mr. Chairman, distinguished Members
of the Committee. I welcome and thank you for the opportunity to
appear before you today to discuss issues of accountability and
transparency in the Oil-for-Food Program.

First off, I want to touch on the allegations of corruption against
individual U.N. staff. I think, as Dr. Ruggie said, that these are
people who did risk their lives to help the Iraqi people, and I sin-
cerely hope all of these allegations are baseless, and I think we



66

ought to consider the people involved absolutely innocent unless
proven otherwise.

I do regret that it took a scandal of this proportion before the
U.N. agreed to set up an independent investigation into this mat-
ter. But at this early stage, when all the facts are not known, I
would also caution against focusing too much attention on indi-
vidual allegations, because even if these are substantiated, they
would not suffice to explain the system-wide failures that seem to
have occurred.

The Oil-for-Food deal was first offered to Saddam Hussein in
1991, Security Council Resolutions 706 and 712. The Iraqi dictator
refused to sign on to the deal for over 5 years. Far more Iraqi civil-
ians died during that period than during the Persian Gulf War or
during the subsequent years of the Oil-for-Food Program.

If Saddam Hussein could be trusted to put the needs of Iraq’s
population first, it would never have been necessary to impose U.N.
oversight over the program. Yet, for reasons I have yet to fully un-
derstand, several U.N. leaders approached the implementation of
the Oil-for-Food Program with more distrust toward the United
Kingdom, which had initiated the program, and the United States
than toward the regime of Saddam Hussein. In the hierarchy of
hurdles we faced as we tried to make the program work, this, in
my view, was problem number one.

It is very difficult to run an operation when senior leaders, in-
cluding two Assistant Secretary-General staff, do not believe in the
mission. These two people resigned in protest against Security
Council policy. Nonetheless, thanks to the hard work of many dedi-
cated U.N. employees, the program was implemented. Some as-
pects of its implementation were successful, others were not.

The onset of the Oil-for-Food Program provided enormous relief
to the civilian population of Iraq. The program succeeded in cutting
malnutrition rates in half, in improving Iraq’s agricultural output,
in providing the population with improved access to health care,
safe drinking water, and electricity. It is difficult to imagine what
Iraq would look like today if not for the Oil-for-Food Program. Cer-
tainly the cost of rebuilding the country would be much higher for
U.S. taxpayers.

Nonetheless, if estimates by the General Accounting Office are
correct and Saddam Hussein was indeed able to use the Oil-for-
Food Program to extort $4.4 billion in cash kickbacks from Iraq’s
trading partners, then the United Nations clearly failed to live up
to an important aspect of its mission, which was to keep money
from flowing into Saddam’s bank account.

It may indeed be true that several members of the international
community simply did not care that Saddam Hussein misused the
humanitarian program. This was particularly evident in some of
the proceedings of the Security Council Sanctions Committee. But
we and the U.N. Secretariat had a mandate to oversee the humani-
tarian program and report to the Security Council about its ade-
quacy, its equitability and effectiveness. That is what we were paid
for. And it is undeniable that Saddam’s kickbacks contributed to
making the program less adequate, less equitable, and less effec-
tive. Therefore, I believe it fell squarely within our mandate to re-
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port any information that would indicate possible wrongdoing by
the Government of Iraq.

We should have spoken out when we came across indications
that the Iraqi Government was demanding kickbacks as a cost of
doing business. We should have spoken out when members of the
Iraqi Government made intimidating threats against our staff. We
should have spoken out when the Iraqi Government delayed or sab-
otaged our humanitarian program in Iraqi Kurdistan. We should
have spoken out on a range of issues, but in most cases we did not.

Ironically, I believe that the United Nations became embroiled in
this scandal precisely because it sought to avoid controversy at all
costs. Compounding this lack of transparency was a prevailing
sense of moral relativism promoted by those within the system who
were unable to draw a distinction between the interests of the Iraqi
people and the interest of the Iraqi state led by Saddam Hussein.

Before judging them, we must remember that the United Nations
charter itself fails to draw such a distinction. In its current form,
the U.N. Charter is legally blind to the distinction between two
definitions of state sovereignty. We have the democratic definition,
which holds that sovereignty stems from the consent of the people,
and we have the totalitarian definition, which holds that the people
and the state are one and the same thing regardless of the behav-
ior of that state.

Chairman HYDE. Could the gentleman summarize in about 2
minutes?

Mr. SOouUssAN. Yes.

Chairman HYDE. Thank you.

Mr. SoussaN. Two definitions, and to the U.N. Charter today, as
it currently stands, these definitions are equal.

Today, the U.N. faces questions from the media, including from
a free Iraqi press, as to why it failed to hold the Iraqi Government
accountable for misusing the humanitarian program. Then, as now,
some people believe that it was not the U.N.’s job, that it was the
job of the member-states to enforce the sanctions. The member-
states, in turn, point out that the U.N. never informed them any-
thing was wrong or rarely informed them anything was wrong.

The finger-pointing cannot go on forever. I believe that the inde-
pendent investigation, now led by Paul Volcker, will reveal impor-
tant lessons and can help the institution operate with a higher de-
gree of coordination, accountability, and transparency. I also hope
it will yield some clues as to what happened to the money that was
siphoned off by Saddam Hussein and which may still be used in
support of terror today.

For the Volcker panel to succeed, it will need the full cooperation
of U.N. member-states. But finding out what happened is only half
the job. The other half will be to agree on what to do about it. In
this regard, it is unfortunate that the United Nations did not use
its own initiative to undertake a lessons-learned exercise imme-
diately after closing down the Oil-for-Food Program.

I still hope such an exercise can be launched with the support
of legislative Committees such as this one and international aca-
demic institutions so as to complement the current investigations
with reform-minded proposals.
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At the end of the period that took a severe toll on the United Na-
tions and at a time when the U.N. headquarters in New York are
set to be physically revamped and brought up to standard, there
is an historical opportunity to take stock of the United Nations’
shortcomings, based in part on the experience of the Oil-for-Food
Program, and initiate a real debate about the organization’s future
role and the principles that should guide its actions.

Mr. Chairman, thank you very much.

Chairman HYDE. Thank you very much.

[The prepared statement of Mr. Soussan follows:]

PREPARED STATEMENT OF MICHAEL SOUSSAN, FORMER PROGRAM COORDINATOR,
UNITED NATIONS OIL-FOR-FOOD PROGRAM

Mr. Chairman, distinguished members of the Committee,

I welcome and thank you for the opportunity to appear before you today to discuss
issues of accountability and transparency in the implementation of the United Na-
tions Oil for Food Program.

I worked for the program between September 1997 and December 2000, at which
point I submitted my resignation. In my resignation letter, I expressed the hope
that the organization would find ways to reform itself. It is in the same spirit of
reform that I testify here today.

I am aware that there have been allegations of corruption against individual U.N.
employees working for the program. I sincerely hope these allegations are as base-
less, and I consider the people involved absolutely innocent unless proven otherwise.
I regret that it took a scandal of the proportion we have now seen before the U.N.
agreed to set up an independent investigation into the matter. But at this early
stage, when all the facts are not known, I would also caution against focusing too
much attention on individual allegations, because even if they were substantiated,
they would not suffice to explain the system-wide failures that seem to have oc-
curred.

The United Nations Oil for Food Program was the largest, and probably the most
controversial humanitarian operation in UN history. In essence, it was a com-
promise born of a dilemma. The dilemma was created when Saddam Hussein was
allowed to remain in power in 1991, to preside over a country that remained under
sanctions, and a population that no longer had access to sufficient food, medicines,
safe drinking water or electricity. The compromise was to allow Iraq to sell oil and
import humanitarian goods under U.N. supervision.

This deal was first offered to Saddam Hussein in 1991, in Security Council resolu-
tions 706 (1991) and 712 (1991). But the Iraqi dictator refused it, banking that im-
ages of dying babies would eventually force the international community to lift the
sanctions altogether. It was not until 1996, after his regime had been threatened
by a serious coup attempt, that Saddam Hussein signed onto the deal.

For over five years prior to the start of the humanitarian program, Iraq’s popu-
lation was hostage to Saddam’s continued policy of defiance towards the United Na-
tions. Far more Iraqis died during that period than during the Persian Gulf War,
or during subsequent years when the Oil for Food Program was implemented.

If Saddam Hussein could be trusted to put the needs of Iraq’s population first,
it would never have been necessary to impose U.N. oversight over Iraq’s exports and
imports. Yet for reasons I have yet to fully understand, several U.N. leaders ap-
proached the implementation of the Oil for Food Program with more distrust toward
the United Kingdom (which had initiated the program) and the United States, than
toward the regime of Saddam Hussein. In the hierarchy of hurdles we faced as we
tried to make the program work, this, in my view, was problem number one.

Two of the program’s humanitarian coordinators in Irag—people with the rank of
assistant secretary-general—as well as several heads of UN agencies in the field,
resigned in protest against Security Council policy. After they had announced their
intention to resign, many of them were allowed to remain in their posts for months
while they continued to criticize the program—even going as far as to accuse the
United Nations of overseeing genocide in Iraq; this, at a time when the Iraqi Gov-
ernment was refusing to import as much food as the Secretary-General had rec-
ommended in his supplementary report to the Security Council on February 1, 1998
(S/1998/90).

It is very difficult to run an operation when senior leaders do not believe in the
mission. Nonetheless, thanks to the hard work of many dedicated U.N. employees,
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the program was implemented. Some aspects of its implementation were successful.
Others were not.

The onset of the Oil for Food Program provided enormous relief to the civilian
population of Iraq (and, it must be said, to the collective conscience of the inter-
national community). The program succeeded in cutting malnutrition rates in half
throughout the center and south of Iraq. We could have done much better if the
Iraqi Government had accepted the recommendation of UNICEF to target vulner-
able groups for extra nutrition, but the U.N. seldom aimed its advocacy campaigns
at the Government of Iraq.

Of course, it must be said that a given population cannot live on food and medi-
cines alone. The perception of those who visited Iraq after Operation Desert Storm
was that the country had been bombed back to the pre-industrial age. Bridges,
power plants, water and sanitation networks and telephone exchanges had all been
targeted as part of the 30-day air war that preceded the ground offensive in 1991.
Some of these facilities are still being repaired today, since they suffered from con-
tinued deterioration throughout the 1990s.

It was to stop the deterioration of Iraq’s basic civilian infrastructure that the
United Nations recommended that the humanitarian program be expanded in 1998.
Following the recommendations of the Secretary-General, the U.N. Security Council
voted unanimously to expand the program, first to allow Iraq to sell $5.2 billion
worth of oil every six months, then to lift the cap on oil sales altogether. It could
be said that by the end of 2000, Iraq was allowed to import as many civilian goods
as it could afford, as long as they did not have a military use. This allowed for a
number of significant achievements across a range of sectors, which are listed as
an annex to this statement, and must be taken into account in any overall evalua-
tion of the program.

No matter how much relief the U.N. allowed for, the Iraqi Government, and un-
fortunately, many people in the humanitarian community, including in our own
ranks, continued to criticize the United Nations for overseeing genocide in Iraq. We
should never have allowed the regime of Saddam Hussein to win this propaganda
war. Especially given the fact that Iraq was now using a far greater proportion of
its oil revenues on the civilian sector than it had prior to 1991, when so much of
its resources was used to buy tanks, airplanes, and other military equipment.

The United Kingdom and the United States understood the need for more infra-
structure rehabilitation in Iraq, but they repeatedly urged the UN to build up its
observation capacity, and tighten its system of controls to deal with the increasing
influx of goods, and therefore the higher potential for misuse. If the estimates of
the General Accounting Office are correct, and Saddam Hussein was indeed able to
extort $4.4 billion in kickbacks from Iraq’s trading partners, then the United Na-
tions clearly failed to live up to an important aspect of its mission, which was to
keep money from flowing into Saddam’s bank accounts.

It may indeed be true that many members of the international community did not
care that Saddam misused the humanitarian program. This made the Security
Council Committee established pursuant to resolution 661 (1990) (also known as the
Sanctions Committee) significantly less effective at curbing Iraqi wrongdoing. But
nonetheless, we had a mandate, and in line with that mandate, I believe now as
I did then that we should have spoken out every time we came across evidence of
wrongdoing by the Government of Iraq.

We should have spoken out when we came across indications that the Iraqi Gov-
ernment was demanding kickbacks as the cost of doing business. We should have
spoken out when members of the Iraqi Government made intimidating threats
against our staff. We should have spoken out when the Iraqi Government delayed
or sabotaged our humanitarian program in Iraqi Kurdistan. We should have spoken
out when the Iraqi Government forbade us to visit certain areas, such as the
marshlands of southern Iraq. We should have spoken out when the Government fed
us bold-faced lies on a range of critical humanitarian issues. We should have spoken
out about the ethnic cleansing of Kurds from the region of Mosul and Kirkuk, since
it caused entire families to loose their food rations. We should have spoken out
when the Iraqi Government sought to import goods that appeared clearly aimed for
the leadership, and not the people. We should have spoken out on a range of issues,
but we did not.

Today, the U.N. faces questions from the media, including from a free Iraqi press,
as to why it failed to hold the Iraqi Government accountable for misusing the hu-
manitarian program. Then as now, some people at the United Nations think that
it was not our job to do so—that it was the job of the Member States to enforce
the sanctions. The Member States, in turn, point out that the U.N. never informed
them that anything was wrong. The finger pointing cannot go on forever.
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Some observers believe that it is in the nature of the U.N. as an institution that
the buck often stops nowhere. I do not believe it has to be this way. In fact I believe
that the U.N. suffers enormously from the low-expectations of states. For the U.N.
to reform itself, it must be held to a higher standard by members of the inter-
national community. Our job was to oversee the humanitarian program and report
to the Security Council about its adequacy, equitability and effectiveness. Saddam’s
kickbacks contributed to making the program less adequate, less equitable and less
effective. Therefore, I believe that it fell squarely within our mandate to report any
information that would indicate possible wrongdoing by the Government of Iragq.
This was not only my opinion. It was generally also the opinion of my colleagues
in the Division of Program Management. Unfortunately, many of the recommenda-
tions put forward by the Division did not prevail.

I believe that the independent investigation now led by Paul Volcker will reveal
important lessons that can help the institution operate with a higher level of coordi-
nation, accountability and transparency. I also hope it will yield some clues as to
what happened to the money that was siphoned off by Saddam Hussein, and which
may still be used in support of terrorism today. For Mr. Volcker’s panel to succeed,
it will need to full cooperation of U.N. member states. But finding out what hap-
pened is only half the job. The other half will be to agree on what to do about it.
In this regard, it is unfortunate that the United Nations did not use its own initia-
tive to undertake a “lessons-learned” exercise immediately after closing down the
Oil for Food Program. I still hope such an exercise can be launched, with the sup-
port of legislative committees such as this one, as well as international academic
insti{:utions, so as to complement the current investigations with reform-minded pro-
posals.

Ironically, I believe the United Nations became embroiled in this scandal precisely
because it sought to avoid controversy at all costs. Compounding this lack of trans-
parency was a prevailing sense of moral relativism, promoted by those, within the
U.N. system, who were unable to draw any distinction between the interest of the
Iraqi people, and the interest of the Iraqi state led by Saddam Hussein.

Before judging them, we must remember that the United Nations Charter itself
fails to draw such a distinction. In its current form, the UN Charter is legally blind
to the distinction between two definitions of state sovereignty that are squarely at
odds. The democratic definition holds that sovereignty stems from the consent of the
people. The totalitarian definition holds that the people and the state are one and
the same, regardless of the behavior of the state.

In 1991, the international coalition played by the rules of the U.N. Charter and
made no distinction between the sovereingnty of the Iraqi people and the sov-
ereignty of Saddam Hussein. The results of this approach are now clear to us. Far
more Iraqis perished after the war, from a combination of repression and depriva-
tion, than during the war itself. Further deaths were prevented by the imposition
of the no-fly zones over the Kurdish north and the predominantly Shiite south.
These zones were never endorsed by the U.N. Security Council, however, and there-
fore they were subsequently criticized as illegal and illegitimate. At that point it oc-
curred to me that if saving innocent lives was illegal then perhaps there was some-
thing wrong with the law itself.

What further confirmed me in this opinion was the fact that my colleagues and
I found ourselves in a very awkward position in Iraqi Kurdistan, where our mission
was to implement the humanitarian program “on behalf of the Government of Iraq.”
After visiting the small Kurdish village of Mamand, which the Iraqi army had de-
stroyed seven times over, and which the villagers were now rebuilding for the eighth
time with the help of the United Nations, it dawned on me how hypocritical our
mandate was. If we were truly working in Iraqi Kurdistan “on behalf of the Govern-
ment of Iraq,” we would have been in the business of gassing and collectivizing the
Kurds, rather than helping them to rebuild their shattered villages.

Such was the contradiction that lay at the heart of our mandate, and which, in
my view, also lays at the heart of the United Nations mission in Iraq between the
wars. For that reason, the line between helping the people of Iraq and helping the
Government of Iraq was constantly blurred, and thus it is not surprising that a free
people would today blame the United Nations for making the wrong call on a num-
ber of occasions. As we seek to learn the lessons from this experience, however, we
should always remember that it was the regime of Saddam Hussein that bears pri-
mary responsibility for most of the wrongdoing that occurred. And to the extent the
United Nations lost its moral compass on some occasions, it may have had a lot to
do with the stark divisions that existed among the members of the Security Council.
In the run up to Operation Iraqi Freedom, these divisions reached a climax, and
plunged the United Nations into a profound existential crisis that now forces a
choice: the U.N. can either stand on the side of freedom and human rights, or it



71

can stand for the absolute sovereignty of brutal dictators. But it cannot stand for
both, as it tried to do throughout this crisis, bending over backwards to please all
sides and ending up pleasing none.

Currently, the U.N. Charter does not contain a single reference to democracy. And
yet we know that only democracies, or countries aspiring thereto, are in a position
to uphold respect for the principles of the Universal Declaration of Human Rights.
Article 108 of the UN Charter allows for a process of amendment through a vote
of two thirds in the General Assembly and the concurrence of the Security Council’s
permanent members. Five amendments were actually enacted in the past. They
were bnlrlainly procedural, but they demonstrate that amending the Charter is not im-
possible.

There is no doubt that it will take a long and arduous international debate before
the U.N. Charter can be amended. And success is far from guaranteed. But the
Charter itself foresaw the need for extraordinary debates. In Article 109, it specifi-
gﬂly provides for the possibility of calling an international conference to review the

arter.

At the end of a period that took a severe toll on the United Nations, and at a
time when the United Nations’ headquarters in New York are set to be physically
revamped and brought up to standard with current safety and security regulations,
there is a historical opportunity to take stock of the United Nations shortcomings,
based in part on the experience of the U.N. Oil for Food Program, and initiate a
real debate about the organization’s future role and the principles that should guide
its actions.

Mr. Chairman, thank you again for the opportunity to share my observations with
the Committee. I look forward to answering any questions you may have.

ANNEX

ACHIEVEMENTS OF THE UN OIL FOR FOOD PROGRAM
(SOURCE: UNITED NATIONS)

FOOD SECTOR

Center and South

Under resolution 986 (1995) all Iraqi residents were entitled to receive the month-
ly Oil-for-Food basket and it was estimated that 60 per cent of the population were
totally dependent on it. The nutritional value of the food basket almost doubled be-
tween 1996 and 2002 from 1200 to 2200 kcal/person/day. The supply of food com-
modities generally kept pace with national demand and contributed significantly to-
wards price stability in the markets. A downward trend in the price of the food bas-
ket is reflected in the chart below.

The Government of Iraq procured food and basic medical supplies in bulk and was
responsible for their distribution in the 15 central and southern governorates, and
to UN warehouses in the northern cities of Kirkuk and Mosul. The World Food Pro-
gram (WFP) was responsible for food distribution on behalf of the Government of
Iraq in the three northern governorates through a chain of some 11,000 food agents
(corner stores). Government distribution of food, by the Ministry of Trade, in the
centre and south was through some 44,358 food agents (corner stores).

Improvements to infrastructure in the food sector included the installation of
cleaning, handling and fumigation equipment in grain silos to reduce storage and
handling losses. The maintenance and repair of mills and the installation of genera-
tors improved the reliability of flour milling operations. This in turn improved pro-
duction capacity and the quality of flour available to the national food basket from
more than 140 mills.

The three northern governorates

The size of the food basket increased during successive phases of the Oil-for-Food
Program and by December 1998, it had met its targeted level of 2200 kcal/person/
day. In May 2002, the Program achieved 91 per cent of the targeted 2,475 kcals.
In January 2002, WFP embarked on a large-scale population verification exercise
in the three northern governorates to further strengthen the equitability and accu-
racy of the distribution process.

A supplementary feeding project assisted the most vulnerable members of the
population by targetting the specific needs of malnourished children, pregnant and
lactating women, hospital in-patients, residents in social institutions and children
in nurseries. These are groups that were not normally reached by the general food
ration provided under Security Council resolution 986.
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Other projects addressed household food security. Small ruminant livestock were
provided to around 10,000 beneficiaries, mostly female-headed households. A bee-
keeping project targetted another 150. These projects further empowered women
through literacy and technical skills training as well as by providing them with a
source of lasting income. The Program provided skills training for women in 10,200
female-headed households. A Women Skills Enhancement project benefitted 2,000
women.

Health Sector

Health care delivery services in Iraq improved significantly as a result of Oil-for-
Food funding for the diagnosis and treatment of diseases between December 1996
and 20 March 2003. The country remained polio free for the previous 36 months
following National Immunization Days that provided door-to-door vaccinations and
reached 95 per cent of the 3.6 million targetted children under five years of age.

In the central and southern governorates, major medical surgeries increased by
40 per cent and laboratory investigations by 25 per cent between 1997 and early
2003. There was a reduction in the transmission of communicable diseases, such as
cholera, malaria, measles, mumps, meningitis and tuberculosis. The Oil-for-Food
Program also helped to improve health care delivery in several new or rehabilitated
centres in the centre/south, including: the Saddam Centre for Neurological Sciences;
the AIDS Research and Study Centre; the Acupuncture Therapy Centre; the Tuber-
culosis Control Institute and; the National Centre for Haematology Research.

In the three northern governorates, cholera was eradicated and the incidence of
malaria was reduced to 1991 levels. The incidence of measles declined to levels
ranging from 4—8 per cent and like the rest of the country, the north remained
polio free for almost three years.

Between 2000 and 2001, deliveries of medicines and medical supplies to the north-
ern governorates doubled. Among the supplies delivered were high-demand items in-
cluding antibiotics, intravenous solutions and oral suspensions. As a result, the ra-
tioning of medicines such as antibiotics was substantially reduced.

Mine Action

Mine Action was linked with other sectors of the United Nations humanitarian
program in the three northern governorates of Iraq. As of 20 March 2003, it had
paved the way for eight UN agency activities including housing, resettlement and
the construction of electrical infrastructure, throughout the north.

The Oil-for-Food Program funded the clearance of some 76,500 landmines since
1998, restoring mine-free areas to landowners for agricultural and other civilian
uses. Mine safety instruction courses were provided to 240 communities, reaching
7,176 men, 8,353 women and 14,045 children. Medical consultations for mine vic-
tims ranged from treatment, to the fitting of orthoprosthetics and rehabilitation.

The United Nations Office for Project Services (UNOPS) launched the ninth phase
of its mine action project for the northern governorates in 2002. Its emergency
demining program had a team of expatriate deminers stationed in each governorate
where they train local teams in the latest clearance techniques. As of August 2001,
approximately 27,000 families in 165 communities had benefitted from UNOPS-im-
plemented mine clearance activities. As a result of this work, more than 400 addi-
tional tons of crops were produced in 2001 on cleared land, 34,700 livestock were
able to graze safely, 3,300 people had improved water supplies, and 400,000 people
near Sulaymaniyah gained access to electricity.

For further information concerning the UN Oil for Food Program in the areas of ag-
riculture, infrastructure rehabilitation, education, transportation and electricity,
please consult: www.un.org/depts/oip

Chairman HYDE. Now, ladies and gentlemen, we have one more
panel following this panel which consists of the General Accounting
Office, that will be, as were these witnesses, a very important wit-
ness. The Chair would very much like to get to the second panel
before we have to adjourn or recess, so I am going to plead with
you to be brief and succinct in your questioning. We have about 2
hours’ worth of questions here if everybody gets 5 minutes. So I
would like to move this along as best we can.

We will have votes sometime soon, as well. So if someone wants
to waive their questioning of this panel, the Chair would not be too
distressed at all. But the Chair is also not so visionary as to expect
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that is ever going to happen in this lifetime. However, do try to be
brief. It is for the benefit of all of us and the witnesses.

With that attempt at mild intimidation, the Chair recognizes Mr.
Lantos.

Mr. LANTOS. Thank you very much, Mr. Chairman. I plead to be
unintimidated by your observation.

Chairman HYDE. I knew that.

Mr. LANTOS. It is a staggeringly complex issue that we are con-
sidering, and I would like to spend a moment to try to keep our
eye on the ball.

The Saddam Hussein regime was a regime of mass murder. Sad-
dam Hussein was responsible for the death of well over a million
people, as the evidence now clearly indicates. And I think to be sur-
prised that, in addition to being a mass murderer, he was also cor-
rupt, would be naive in the extreme. So I don’t think there is any
dispute as to the venality and corruption and baseness and vileness
of the Saddam Hussein regime.

What I find disturbing in some of the testimony, Mr. Chairman,
is either a naivete or a pretension at expecting a tidy world in this
incredibly complex, evil, vicious mess. I believe the attempt to ma-
lign a man of utmost integrity, the Secretary-General of the United
Nations, is absolutely outrageous. I find the title of an article by
one of our witnesses, “What Did Kofi Annan Know and When Did
He Know It,” reckless, irresponsible, and repugnant.

Kofi Annan—and I have had plenty of disagreements with Kofi
Annan—deserves our utmost respect as an international civil serv-
ant of the highest integrity. And this innuendo, this suggestion
that somehow Kofi Annan has been corrupt in the Oil-for-Food Pro-
gram is absolutely sickening, and I personally reject it with all the
emphasis at my command.

I do find Professor Ruggie’s testimony enormously persuasive;
and since he didn’t have a chance to read all of it, I would like to
use some of my time, Mr. Chairman, to read a portion of a para-
graph of his testimony, which, to me, is very much on point:

“The Security Council had oversight for the Oil-for-Food Pro-
gram, a committee of the whole called the 661 Committee,
after the number of the resolution that authorized the sanc-
tions in the first place. It approved roughly 36,000 contracts
over the life span of the program. Every member had the right
to hold up contracts if they detected irregularities, and the
United States and Britain were by far the most vigilant among
them. Yet, as best as I can determine, of those 36,000 con-
tracts, not one, not a single solitary one was ever held up by
any member on the grounds of pricing. Several thousands were
held up because of dual-use technology concerns.”

What does this suggest about United States and British motives
as permanent members of that committee? Stupidity? Complicity?
Or competing priorities? I strongly suspect it was the last.

Support for the sanctions was eroding fast. Saddam’s allocation
of contracts significantly favored companies in some of the coun-
tries that were also represented on the committee. So it seems rea-
sonable to infer that the United States and Britain held their noses
and overlooked pricing irregularities in order to keep the sanctions
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regime in place and to put all their efforts into preventing dan-
gerous technologies from getting into Saddam’s hands.

Besides, we need to bear in mind today that the magnitude of
the skimming problem was not known to anyone at the time; it has
become clear only as files have opened up in Baghdad.

Mr. Chairman, it seems to me that this supercilious, holier-than-
thou notion that we are dealing with a neat organizational struc-
ture, and somebody, presumably Kofi Annan, was asleep at the
switch is just outrageous.

We will find enormous corruption in this program; I would bet
my last dollar on this. We will find corruption involving large num-
bers of countries, corporations, and individuals; there is not the
slightest doubt in my mind of that. But I think at this stage, at
a time when we are moving toward placing enormous responsibil-
ities, following the handover on June 30th, upon the United Na-
tions and the Secretary-General, to imply dishonesty on his part is
so contrary to our national interests that it simply boggles the
mind.

Thank you, Mr. Chairman.

Chairman HYDE. The Chair would say, in brief response, that I
agree that there should be no personal charges until there are tes-
timonies in support of them where conclusions can be drawn
which—that may never exist. This is a search for truth, not an as-
sertion of a point of view.

Mr. LANTOS. I fully agree with you, Mr. Chairman.

Chairman HYDE. We have two votes pending, and then I would
ask the Committee to forgo their lunch and come on back. Pain
builds character, and so holding off on lunch will help us finish the
questioning with this panel and get to the next one.

So we will adjourn or recess until—for Y2 hour and then come
right back.

[Recess.]

Chairman HYDE. The Committee will come to order.

Mr. Delahunt.

Mr. DELAHUNT. Thank you, Mr. Chairman.

Dr. Ruggie, in terms of the United Nations, is—the term is used
frequently in prepared statements, et cetera. But the United Na-
tions itself—and I think you pointed out in your testimony, there
is the Secretariat and there is the Security Council and then, obvi-
ously, the General Assembly. And you raised the point, I thought
it was a very valid one, that in terms of overpricing, the members
of the Sanctions Committee which, my understanding, consists of
the permanent members of the Security Council, never raised an
issue.

I guess my question is, where were we? And whose responsi-
bility? And I know the program obviously spanned two Administra-
tions, both the Clinton and the Bush Administrations. Whose re-
sponsibility would it be on the part of the U.S. Representative to
the United Nations to raise those issues?

I mean, you indicated that it became widely known, and yet
there was never an issue raised. To whom should we be looking to
inform us, not through you, but as to whether in fact your testi-
mony is accurate that it was a policy decision?
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I would like to see some representatives of the current Adminis-
tration and the Clinton Administration to come forward and de-
scribe to us their knowledge, rather than read about it or hear
about it second-, third- or fourth-hand.

Chairman HYDE. Would the gentleman yield?

Mr. DELAHUNT. Of course.

Chairman HYDE. I have two dispatches, one March 2nd, 2000,
and one February 2000, that indicate that we were aware and we
did complain. And I will give them both to you for your perusal.

But my own guess is, as Dr. Ruggie said, we were focusing on
Saddam Hussein and trying to keep him bottled up. And we felt
these other things, however expensive, were distractions. I guess.
And that judgment was made by somebody high in the policy ranks
of both Administrations, Mr. Clinton’s and Mr. Bush’s.

But those two articles indicate we knew of it and we did com-
plain. And I thank you for yielding.

Mr. DELAHUNT. My instinct tells me that the Chair is correct,
and most likely, these reports—one is from the French press and
the other is from a publication out of Australia—are accurate. But
I would hope at some point in the future that we would call to this
particular Committee for direct questions those representatives of
both Administrations, because here we are now, faced with allega-
tions, assertions. The credibility of individuals is being attacked. I
would like to hear from them directly myself.

If you have anything to add, Dr. Ruggie.

Mr. RUGGIE. Thank you for that question, Congressman. My
statement wasn’t intended as an exercise in finger-pointing. I am
sure you understand that.

Mr. DELAHUNT. I understand.

Mr. RUGGIE. I would say a number of things.

First, if you put yourselves back in time, the magnitude of the
scamming couldn’t have been known fully at the time. It only has
become fully known as we have gained access to documents in
Baghdad. So certainly there were suspicions about the overall prob-
lem. And you are right that the U.S. and the U.K., in fact, once
did in the 661 Committee raise questions of a general nature about
overpricing, not about any specific contract.

However, I think the GAO may be a good witness on the ques-
tion of how did the various branches of the U.S. Government fit
into this. But I would like to say that the precise dimensions of the
problem couldn’t have been known fully at the time.

With regard to individual reviews of contracts, I believe it was
Mr. Lantos who said earlier, and I believe he is correct, that the
U.S. Government, through the Mission and then reaching into var-
ious branches of the government, had about 60 people, 60 govern-
ment technical experts, review every single contract my under-
standing is.

Mr. DELAHUNT. Well, what were they doing?

Mr. RUGGIE. They were looking for dual-use, potential dual-use.
If they stumbled across an individual pricing issue, they might
have mentioned it. But I am not aware of that. And from the best
that I have been able to determine, as I say, no contract was ever
held up on pricing issues.
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Mr. DELAHUNT. Let me express a concern I have now, because I
have confidence in Paul Volcker, and I think it is absolutely essen-
tial that there be a thorough and transparent investigation.

But the program now, I understand, is managed by the CPA and
the oil revenues go into the Development Fund for Iraq. And now
one picks up the paper, on occasion sees a note, similar accusations
and assertions about mismanagement, fraud, and corruption.

Mr. RUGGIE. You mean currently?

Mr. DELAHUNT. Currently. And would you agree that there
seems to be some reluctance on the part of the CPA to allow a seri-
ous audit on the Development Fund for Iraq?

Mr. RUGGIE. Congressman, I am not qualified to answer that
question. I haven’t looked at the role of the CPA in this connection.
I would like, if I may take 30 seconds

Mr. DELAHUNT. Sure.

1VlIr. RUGGIE [continuing]. To clarify one point that was raised
earlier.

I believe it was by Ms. Rosett who expressed concern about
where the U.N. records were, and she expressed some doubt about
where they were going. To the best of my knowledge, they are all
in the U.N. archives. Those archives are in two facilities, one in
Manhattan and one on Long Island. And Paul Volcker has access
to every single document that was ever produced in connection
with this program, including to internal management audits which
are generally, like in the U.S. Government, not made public.

Mr. DELAHUNT. Well, again, I would hope—and I direct this to
the Chair—that we request some testimony or at least a panel to
deal with where we are now in terms of the CPA, its management
of the DFI.

It is my understanding that it was—earlier, I think, Mr. Acker-
man made reference to Mr. Chalabi, who is a convicted felon, is
now the finance minister, if you will, for the CPA—who is in charge
of administering that program. You know, let us not find ourselves
2, 3 or 4 years from now having a similar panel when I think our
oversight responsibility should be exercised now. And I am not
making any allegations or any assertions. I am just saying it is
what I read in the paper. And I think much of what I heard today
are people’s opinions.

But thank you very much, and I yield back.

Chairman HYDE. I would just like to tell Mr. Delahunt that we
are going to have follow-up hearings, and we will certainly invite
witnesses from the Administration.

Mr. Flake.

Mr. FLAKE. Thank you, Mr. Chairman.

Ms. Pletka, can you describe what the U.N. actually did with re-
gard to allegations of price malfeasance in the 661 Committee?
Isn’t it true that the U.S. and U.K. were consistently outvoted on
issues when they brought them up?

Ms. PLETKA. It is very important to understand. Thank you for
giving me the opportunity to explain.

It is important to understand that the 661 Committee only ad-
dressed certain contracts. Lots and lots of contracts actually only
went through the office of the Iraq program, oil—I am sorry. Food,
medicine, basic humanitarian, noncontroversial goods went largely




77

through the office of the Iraq program and were given after the
contract was completed to the 661 Committee. So they weren’t re-
viewing every single contract.

But throughout the course of the Oil-for-Food Program, begin-
ning in 1996, there were concerns about not only the question of
dual-use going through, but also about overpricing and about all
sorts of other financial manipulation by Saddam Hussein. There
was no question—very few people were naive. They were well
aware that Saddam Hussein was going to try to manipulate the
program. But, in fact, in the reviews that I am aware of and that
I actually asked about in my capacity as a staffer who had over-
sight over this in the Senate, we asked specifically about questions
of overpricing and were told by the State Department and the CIA,
throughout the Clinton and Bush Administrations, that this was
something that was brought up on a consistent basis.

The problem was that you had to do a cost-benefit analysis. Were
we going to be objecting to perfectly acceptable commodities going
into Iraq that happened to be overpriced, or were we going to be
objecting to things that Saddam Hussein could have been using for
a weapons program?

And you had to always make those compromises because the
committee operated on this kind of consensus basis.

Mr. FLAKE. So, just to clarify, you were told that the U.S. and
the U.K. had raised these issues on price malfeasance consistently?

Ms. PLETKA. I don’t know whether they raised them consistently,
but I know that it was an object of review every time a contract
came through. Whenever it was possible to check whether some-
thing was appropriately priced, that check was done. But then
there was a judgment made as to whether we would object to it,
because we couldn’t object to everything.

Mr. FLAKE. All right.

Ms. Rosett, you referenced a locked closet at the U.N. Can you
describe that locked closet? It has been said in this hearing that
all information will be available to Paul Volcker, he just has to ask
for it. Is that your understanding?

Ms. ROSETT. The information that Paul Volcker needs to be sort
of immediately concerned about getting would probably most di-
rectly be the BNP Paribas records, the internal audits of the BNP
Paribas. Also—and on this one I offer you what I am able to know
from the outside—in a number of conversations with the U.N. Of-
fice of the Treasurer I have received various accounts of the num-
bers of banks that were actually involved in this program.

I hear from Claude Hankes-Drielsma, who is now looking at the
KPMG review, that there was a DeutscheBank account involved,
but it never did much. The U.N. comptroller recently told me there
were actually seven or eight banks. Someone needs to find out how
many banks were actually officially involved in the program and
look at those records.

But beyond that, the information that, had it been made public
at the time, would have alerted everyone in this room that there
were major problems were things as simple as the lists of the con-
tractors, where these companies were based, the strange names.
And what I alluded to earlier in my testimony on—there are two
big lists, the contractors and the authorized oil buyers. And when
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you start seeing in what were supposed to be end-users and what
were supposed to be people paying market price even before the
press reports and so on on the oil pricing problems; when you start
seeing things like dozens of companies based in Switzerland, which
are certainly not the end-users—well, perhaps some were. But he
needs to look at the individual companies; you need to look at the
registries.

Mr. FLAKE. Before my time is up. Will he have subpoena power
then to get the documents that he requests, or does he have to rely
on the good graces of the bureaucracy to get them?

Ms. ROsSETT. He will not have subpoena power. He will have to
rely on the grace of the various people he approaches. And he ex-
pects considerable resistance. The Russians, who were huge players
in this program, have already said they consider this an unimpor-
tant and historical matter since the program ended 5 months ago.

Mr. FLAKE. In your view, and actually I am thinking of drafting
legislation, or have gone some distance to draft legislation, to tie
funding to the disclosure of information that is needed. Is some-
thing like that going to be needed to get the information out?

Ms. ROSETT. Absolutely. The confidentiality that is built into the
U.N. custom and system, I think at this point is dangerous. It is
obsolete. You simply—the more transparent they become, the bet-
ter chance you have of having a credible institution there. The
same kind of standards that are applied to your own offices should
apply to the U.N.

Mr. FLAKE. Thank you.

Chairman HYDE. Mr. Berman.

Mr. BERMAN. Just a couple of comments about my perspective
about this and then a couple of questions.

A decision is made, as Dr. Ruggie pointed out, in 1991 to let this
terrible regime stay in power. That was George Bush, father, Dick
Cheney, Brent Scowcroft, Jim Baker; and they decided to let them
stay in power.

Now our policy becomes, how do you contain them? And we have
inspections and we have sanctions, and building up all this time
are efforts by other governments on the Security Council and in the
Arab world to undercut the sanctions and weaken the inspection
process constantly going on. Our major effort in containment is to
stop technology and materials that will contribute to the resump-
tion of a weapons of mass destruction program. So that is why Dr.
Ruggie says that the 661 Committee, their first issue is to try to
stop problematic technology from getting in the hands of Saddam.

There are a thousand other ways he is doing it. There is smug-
gling going on, there are all kinds of other streams of revenue
where he is able, we think, to do this. But we are still trying to
hold on to some sanctions against our allies in the coalition in
1991, who are now trying to undermine all of these kinds of things.

Meanwhile, a calculated effort is trying to say that our policies
are killing all kinds of children and people in Iraq by people who
know, even after the Oil-for-Food Program is under way—with a
stream of revenue designed to stop that consequence of our sanc-
tions from happening, know the outrageous rip-offs. And those are
coming out long before we attacked Iraq last year. We knew. Arab
diplomats are talking about the streets of Cairo with people
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screaming about how America is killing these children. Even as
their governments know, their government-sponsored media are
passing on these stories without ever mentioning the rip-offs of
Saddam and apparently the businesses that he was working with
in all of this.

And then many people, honorable, decent people, became victims
of that propaganda and started spouting that line and trying to, in
a sense, undermine the sanctions. You have got this whole move-
ment for smart sanctions and no sanctions and everything else as
a result of us trying to deal with what it was being made to look
like was our cause of a humanitarian disaster.

The thing that concerns us, I guess some of us here—and I guess
I address this to Ms. Pletka and Ms. Rosett—is the response. There
is an aspect of your testimony which sounds like the agenda here
is to discredit the U.N. bureaucrats—and heaven knows, over the
past years, there are reasons to discredit the U.N. bureaucracies,
and at least one of you has been involved in efforts to try and re-
form that bureaucracy and, I thought, made some serious achieve-
ments. It is 22 percent of our taxpayer dollars going in, not 29 per-
cent. And other changes, oversight inspector generals, different
kinds of reforms.

But, in other words, somehow the U.N. was to blame rather than
both the complicated priorities and the agendas of the people who
really control what the U.N. agenda is.

So my questions are: Did Kofi Annan decide that the Oil-for-Food
Program would have Saddam Hussein getting to decide who the
vendors were and what would be paid rather than either a bu-
reaucracy or the U.N.? Was that Kofi Annan’s decision, or was that
a decision made by the Security Council of the U.N. and, therefore,
not a U.N.; and, inherently, all that flowed from that, all the cor-
ruption and all the evil that flowed from that came from that deci-
sion, not from just malevolent U.N. bureaucrats?

b Not to say that there won’t turn out to be some serious ones,
ut

And then, secondly, I would like to get a precise sense of why
isn’t Paul Volcker and what I am told is a distinguished group of
three with an ability to create a staff and investigators

Chairman HYDE. The gentleman’s time has expired.

Mr. BERMAN. Let me just finish this sentence.

And why aren’t they the best people in a way? What are the in-
stitutional or other limitations on their ability to tell this full story,
chips fall where they may, heads roll where they have to, indict-
ments follow where they should as a result of this investigation?
And why shouldn’t we at least now give our support to the Secu-
rity-Council-resolution-backed committee that he chairs?

So, a couple of comments for your reaction and the questions.
Thank you, Ms. Pletka and Ms. Rosett, either one of them.

Ms. PLETKA. May I just start on the issue of the decision not to
get Saddam in 1991, and say, of course there are many of us who
agree entirely. I think there is bipartisan agreement that it would
have been nice to have gotten Saddam Hussein in 1991; but look-
ing at the way that President Bush has been excoriated in the
international community and, indeed, in Washington as well for
the decision to go into Iraq unilaterally, we have to recognize, look-
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ing back, that in 1991 there was absolutely no mandate from the
United Nations or the so-called international community to actu-
ally go and get Saddam. Perhaps we only postponed by 12 years
the kind of difficulty we were going to have for unilateralism. But
make no mistake, we would have been accused of that in 1991.

I wish we would have gotten him, too. It would have avoided a
lot of problems.

Did Kofi Annan decide that Saddam should benefit from the ma-
nipulation of U.N. Security Council Resolution 986? No. Absolutely
not. That was the responsibility of the Security Council. But it is
important to understand the environment in which people oper-
ated. It was impossible to get Saddam Hussein to comply with the
earlier resolution which would have put the power in the Sec-
retary-General’s hands. The entire international environment, as
you yourself alluded to, was pressure on us, pressure on the United
States, pressure on Great Britain rather than pressure on anybody
else or on Saddam. So we got what we could.

Now, Kofi Annan added to that environment by consistently criti-
cizing the United States and Great Britain for doing due diligence
on the contracts, consistently criticizing us for not going forward
with contracts, criticizing us for the overflights, criticizing us on a
whole variety of areas. And so I think he added significantly to
that environment, and for that he does bear responsibility.

In addition, the Secretariat bore significant bureaucratic respon-
sibility for administering the program. And there, you are right,
the chips should fall where they may. But the Secretariat did have
responsibility, and he is the boss, and the buck stops there.

On the question of Volcker, I would really rather defer to Claudia
who has more expertise in that area.

Ms. ROSETT. Thank you very much.

On the question of U.N. bureaucrats, this really has nothing to
do with the notion that they are evil, not evil. Many of the sources
for this story are unhappy people who, in fact, are in some way
closely connected with the United Nations and very unhappy about
some of the ways in which it conducts itself. And the issue here is
that very bad things happen.

The amount of corruption and graft is immense. It goes past
some bounds, I think, at which you can say it was realistic to ex-
pect corruption. 10 billion is large, you know, a fraction of that.
And the U.N. makes it—operates under rules that make it very
hard to say this person precisely is responsible.

The point I have tried to make with the Secretary-General, is
that I began looking into this because I was curious about how the
relief program worked. I never expected particularly to uncover a
scam. As I began to learn about it, I was covering other things. At
the time, each revelation was more appalling than the next. And
the large problem here boils down to, if the U.N. is unable to con-
tain something like this, if the Secretary-General will not call at-
tention to problems that start to approach this scale, then it is not
a good idea to entrust the U.N. with any mission as important as
containing a Saddam or rebuilding an Iraq or basically

Mr. BERMAN. Volcker. What about Volcker?

Ms. ROSETT. I think Volcker is a man, as far as I know, of great
integrity. The problem is this: The investigation is outlined by the
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Secretary-General, and one might note that this is, in itself, struc-
turally a conflict of interest. He outlined the terms under which he
will be——

Mr. BERMAN. I thought the Security Council outlined.

Mr. BURTON. Mr. Chairman, regular order, please. The gen-
tleman has had his time.

Ms. ROSETT. No. He proposed and the Security Council approved.
So, again, you can bounce it back and forth. You run into the same
problem. Who is accountable? This is a problem with the United
f1§Iat1ions; with the way it is arranged it leads to this kind of dif-
iculty.

With Volcker, the problem he will have is, he can get what peo-
ple are willing to volunteer. There are people I would expect in-
volved in this who have great concerns about their futures, their
welfare. Enormous amounts of money are at stake, and they will
not want to be forthcoming.

If you took a bribe from Saddam Hussein and Paul Volcker
comes to you for details, you probably aren’t going to produce ev-
erything you have in your power to produce. I would expect when
he goes to the Russian Mission for information, which has con-
sistent—or the French, he will run into serious difficulty getting
the kind of thing that you yourself would consider satisfactory
standards of evidence to investigate.

Chairman HYDE. Mr. Burton of Indiana.

Mr. BURTON. Thank you, Mr. Chairman.

You know, the French and the Russians and the Syrians and the
PLO all were beneficiaries of these oil contracts. I just found out
that Mark Rich, who was one of the 10 most wanted criminals by
the FBI and the world and was pardoned by the last Administra-
tion, was also one of the people that was involved in these con-
tracts.

The corruption, it appears to me, is legion. And what Mr. Flake
was alluded to a while ago and what these gentleladies are talking
about is, we really need to get to the bottom of it. We need to get
to the bottom of it.

And Mr. Volcker is an honorable man. I told my colleague from
California that. I think he is an honorable man. But if he can’t get
access to the documents that are relevant to a investigation that
is thorough, then we are never going to get to the bottom of this.
hMr. BERMAN. Then he should quit. He shouldn’t be a party to
that.

Mr. BURTON. I reclaim my time.

But let me just say that Mr. Volcker—that is something that you
could take up with him. But the fact of the matter is, this is a mon-
umental issue and it has to be resolved. If we are going to trust
the United Nations, if we are going to ask the United Nations to
be a participant in bringing about stability in Iraq and helping us
set up a government that is going to work over there, then, by
golly, we ought to be able to trust them. And the fact of the matter
is, from what I have seen so far and from what I have heard today,
you can’t trust them.

And the French and the Russians that don’t want us to get to
the bottom of this thing, they are on the Security Council; and it
is going to be very, very difficult.
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Now, we give 22 percent of the money to the United Nations. Mr.
Flake alluded to this a while ago. And I think we ought to use the
power of the purse to make sure we get all of the documents that
are relevant to this investigation.

Chairman HYDE. Would the gentleman yield?

Mr. BURTON. I would be happy to yield to the Chairman.

Chairman HYDE. I think it is important to bear in mind as we
pile on the U.N., that the United States knew of some of this mal-
feasance, but for policy reasons decided to emphasize security and
the confinement, the isolation, of Saddam Hussein rather than
kickbacks and price manipulations on these civilian goods that
were being sold, or the siphoning off of o0il and the rest.

In other words, I cannot say that we are not complicit. And as
we, justifiably, with a righteous anger, try to clean out the stable,
we ought to remember there are a couple of rooms down the hall
that need cleaning out, too.

Mr. BURTON. Mr. Chairman.

Chairman HYDE. And so it is people who abuse an institution,
and we ought to find out who those people are and isolate them.

Mr. BURTON. Mr. Chairman, I agree with you wholeheartedly.
Wherever the chips fall, then, by golly, we ought to get to the bot-
tom of it. And people that committed or were complicitous in this
process, they ought to be held accountable.

If they have diplomatic passports and they are working at the
United Nations, and we find out that they were involved in this
kind of a scandal, they ought to be deported. We ought to pull their
diplomatic passports and get them out of here, or bring them to
trial and dispense with their diplomatic immunity. And if the
United States was involved, then I would like to know about that
as well.

The bottom line is, if we are going to ask the United Nations to
be a participant in this process and to be a participant in stabi-
lizing the Middle East and, in particular, Iraq, then, by golly, we
have got to have confidence that they can do it. And when Kofi
Annan won’t give us the documents we need, when France and
Germany who fought us all through this whole process, along with
Russia, don’t want us to get to the bottom, when we find out that
money was going to the PLO and possibly to Osama bin Laden and
the Taliban, then, by golly, we need to get all the facts.

And I don’t believe Mr. Volcker, as good a man as he is—and I
have confidence in him—I don’t believe he is going to be able to get
those documents because I believe there is such a scandal over
there that they don’t want us to get those documents. And that is
why I said, along with Mr. Flake, we ought to use the power of the
purse and say, look, if you want us to be a participant in the
United Nations, then, by golly, we have got to know that that place
is going to work over there and be honorable, as honorable as pos-
sible. And if you are not going to do that, then, by golly, we ought
to pull the purse.

Mr. BERMAN. Mr. Chairman, could I jump in, please?

Chairman HYDE. Mr. Burton?

Mr. BURTON. Well, I have the time, and I would just like to say
to Mr. Ruggie, were you responsible at all? Were you responsible
for the Oil-for-Food Program?
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Mr. RUGGIE. No, sir, I wasn’t.

Mr. BURTON. Well, then what do you have to say about it?

Mr. RUGGIE. I am on a panel with a number of other people.

Mr. BURTON. I know, but——

Mr. ACKERMAN. Point of order, Mr. Chairman. I don’t think that
our invited witnesses, invited by the Chair and this Committee,
should be intimidated in such a fashion. They were invited here.
And maybe Mr. Burton should ask that question of the Chairman,
why he was invited here.

Mr. BURTON. I have

Mr. ACKERMAN. He didn’t invite himself here. I resent your atti-
tude.

Mr. BURTON. I have the time, Mr. Ackerman.

I will ask Mr. Ruggie again. Did you have anything to do with
the Oil-for-Food Program?

Chairman HYDE. Mr. Ruggie is here as an invited witness. We
invited him because he has specialized knowledge. He is able to
provide an overview. In addition, he was selected by the Demo-
cratic Members of the panel, and they have a right to select whom-
ever they want.

Mr. BURTON. I understand, Mr. Chairman. And I have got a right
as the person who has the time to say to Mr. Ruggie, were you in-
volved in the Oil-for-Food Program? And he said no.

Chairman HYDE. Well, can we put that to bed now?

Mr. BURTON. Okay. But he wants to make a comment about it,
and I wonder what his expertise is.

Mr. RUGGIE. May I?

N Ch(iiirman HYDE. I would say, yes, after the dialogue we have
eard.

Mr. RUGGIE. I am here at your invitation, and I thank you for
the invitation.

Chairman HYDE. Yes, you are.

Mr. RUGGIE. I was an Assistant Secretary-General in Kofi
Annan’s office. I was his Senior Adviser for Strategic Planning. My
job was to provide him with advice on a variety of overall political
issues, institutional reforms, relations with the United States, and
matters of that sort.

I didn’t run the Oil-for-Food Program, I didn’t work in the office
of the Oil-for-Food Program. I worked in Kofi Annan’s office.

A number of statements have been made here about how the Sec-
retary-General’s office works and how the Secretary-General works,
which makes me glad that I did come here, Congressman Burton,
because they are incorrect. They are fundamentally incorrect.

Let me say, if I may, to—Congressman Flake raised the issue be-
fore about the Secretariat not giving all the contracts to the 661
Committee members. The United States and the United Kingdom
asked to see and received every single contract on that committee.
Not one did they not see.

Secondly, with regard to the Volcker panel, I would like to ask
what the alternative would be to a Volcker panel. We are doing an
investigation that includes people from dozens of different coun-
tries, including Russia and France. Does the United States Con-
gress want to take on the issue of trying to get Russia to submit
documentation to a congressional Committee? Or are you prepared
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to give the Security Council, through its resolution and authoriza-
tion of the Volcker Commission, a shot at getting out all the facts?

Thirdly, Kofi Annan is on record. He has stated that Paul
Volcker and his committee, which includes dJustice Richard
Goldstone from South Africa, who chaired the Reconciliation Com-
mission in South Africa, was the first prosecutor of the Inter-
national Criminal Tribunal for the former Yugoslavia, and a third
person, a Swiss law professor who is an expert on money laun-
dering—they have access to every piece of paper that the United
Nations has in its possession relative to the Oil-for-Food Program,
including internal management audits which are never intended
for public consumption, but they too will be made available to the
Volcker Commission.

So my question is, what is the alternative to allowing this com-
mission to go forward and do its work, supporting it as best we
can? We don’t have reach over French diplomats or over Russian
diplomats as the United States Congress. At least the Secretary-
General now has the commitment of those countries on the Secu-
rity Council to cooperate fully.

Mr. BURTON. Right.

Chairman HYDE. The gentleman from New York, Mr. Ackerman.

Mr. ACKERMAN. Thank you, Mr. Chairman.

The gentleman from Indiana is a Member of the House for whom
I have the greatest of respect and regard, so it must be a personal
iIlloadequacy of mine that I don’t know what the heck he is talking
about.

I learned for the first time that Mark Rich is the number one
person on the FBI’s most wanted list.

Mr. BURTON. He was in the top 10.

Mr. ACKERMAN. Well, that is not number one, is it?

Mr. BURTON. That is what I said, he was one of the top 10.

Mr. ACKERMAN. You said he was number one.

Mr. BURTON. I think if you check the remarks, the recording——

Mr. ACKERMAN. Well, let us not quibble over that.

Mr. BURTON. Well, let’s get your facts straight.

Mr. ACKERMAN. You get your facts straight.

Name one document that Kofi Annan has refused to submit. Not
one document. You come here and make all sorts of reckless
charges against witnesses and Members and everybody else, and I
am beginning to resent it.

Mr. BURTON. Would the gentleman yield?

Mr. ACKERMAN. No.

Mr. BURTON. Well, you are the one who is telling me what I said.

Mr. ACKERMAN. I said I won't yield.

Chairman HYDE. The gentleman hasn’t yielded.

Mr. ACKERMAN. The gentleman has the right to his time, he
doesn’t have to mine. He doesn’t have a right to his own facts ei-
ther. He certainly has a right to his opinion.

I would like to know, those of you who have studied this—and
by the way, I didn’t have anything to do with the Oil-for-Peace plan
or the Oil-for-Food plan, either. So I don’t know what any of us are
doing up here, if that is the criterion for it.

Chairman HYDE. We are trying to learn.

Mr. ACKERMAN. I was asking a rhetorical question.
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Chairman HYDE. If we would stop lecturing and listen, I think
it would be a real progress.

Mr. ACKERMAN. Well, I think that is a lesson we ought might
learn then, Mr. Chairman.

It was said, I think by Ms. Pletka, that Kofi Annan should be
held responsible, he is the boss, the buck stops there, in regard to
the corruption that took place. I am not sure whether you or any
of the other witnesses testifying today are holding Kofi Annan re-
sponsible, or the U.N. in general, or is it just individuals?

But my question is, the overpricing and single-source bidding, et
cetera, et cetera, with regard to Halliburton, which deals with U.S.
taxpayer dollars, certainly bears looking into.

Would you hold the President of the United States, being the
boss, to that same standard that you are holding Kofi Annan to,
being the boss, Ms. Pletka? So if we ever get around to inves-
tigating the abuse of U.S. taxpayer dollars, how would we approach
that? The same standard? Different standard?

Ms. PLETKA. I believe everybody should be held to a standard of
responsibility for the people who work for them.

Mr. ACKERMAN. So you would say that members of our Adminis-
tration, if they did not stop whatever corruption that certain U.S.
corporations have admitted to, that that responsibility lies with the
President of the United States? Is that what you are saying?

Ms. PLETKA. I have a strong suspicion that you might be a law-
yer and that I am not.

Mr. ACKERMAN. I am a schoolmarm from New York City.

Ms. PLETKA. Well, you have far more practice in this sort of in-
terrogation than I do.

But let me say that if the President had the level of knowledge
that I believe is exigent inside the United Nations about the kind
of corruption that exists, then, yes, he should be held responsible.
And I think that is the expectation of our democracy and our tax-
payers.

Mr. ACKERMAN. Could you tell us from your knowledge, then
what knowledge Kofi Annan had, personal knowledge, if that is the
standard?

Ms. PLETKA. No. I think that there is an investigation that is
going on, and that if that investigation finds that—if, in fact, there
was knowledge of it, he should be held responsible.

In addition, I would say:

Mr. ACKERMAN. Whether he knew——

Ms. PLETKA. Sir, I would like to answer your question, but just
let me get the last bit of the sentence out.

There was an enormous amount of knowledge that was available
about corruption inside the program from the very get-go, and it
is covered in ample articles in the American press. So the fact that
the Secretary-General has claimed that no one knew anything
about this is, I think, a strange credulity.

Now, whether or not he was responsible is something that this
commission can decide for itself.

Mr. ACKERMAN. If the same kind of overpricing, and over-
charging with U.S. taxpayer dollars in this case, is proven with re-
gard to some U.S. contractors, and U.S. officials looked the other
way or were too busy with the larger problems, then you would say
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the President of the United States should be held to the same
standard?

Ms. PLETKA. I would say that if the President of the United
States was aware over a period of years that there was systemic
corruption going on that his personnel were involved with and he
did nothing about it despite the fact that it was brought to his at-
tekr)lltion on a repeated basis, then, yes, he should be held respon-
sible.

Clcllairman HyDE. The gentleman’s time, unfortunately, has ex-
pired.

Mr. Green of Wisconsin.

Mr. GREEN. Thank you, Mr. Chairman. Mr. Chairman, a couple
of thoughts to begin with.

I harken back to what you said and the Ranking Member said
at the beginning of this hearing today, and that is that we are talk-
ing about, today, allegations; and we sometimes have to be careful
that we don’t jump ahead and forget that these are allegations.

And so I come into this with an open mind. I consider this the
beginning of an examination that I hope will carry on for some
time.

We have had other Members talk about how it is important for
us to keep our eye on the ball here, and then go on to talk about
domestic politics as we are meeting as a Committee on Inter-
national Relations. I think we should keep our eye on the ball. I
think we do need to focus on the matter that is before us.

I believe that this hearing and I believe that the subject matter
of the hearing are terribly important. If the allegations are true
only in part, then we are left undeniably with the fact that a well-
intended program, a program that was set up for all the right rea-
sons, became something very tragic, became a mechanism that not
only worked for the benefit of Saddam Hussein, more than his own
people, the Iraqi people; but in my way of thinking—even worse,
perhaps—a mechanism for Saddam Hussein to thwart economic
and political efforts to bring him into compliance with international
sanctions, international resolutions, and the world community. And
if that is true, then this program unfortunately condemned the
very diplomatic efforts that we all hoped would bear fruit and bring
Iraq into compliance with something short of military action.

And if any of that is true, it is a great failure, and it is indeed
something that is worth not only our attention, but the world’s at-
tention.

In terms of questions, Ms. Rosett, a question for you. Everyone
has been talking about evidence and documents that we have and
we don’t have. What sort of documents and what sort of evidence
do we not have that we should be looking for?

Ms. ROSETT. Thank you very much. There are levels here of who
has what. And there is one I think I would like to address that I
think has been very important, because there was a tremendous
fund of knowledge available that U.N. policy completely bypassed
in all this.

If the information on the contracts and the oil buyers had been
made public from the beginning, there are an enormous number—
not just the press, not just the media, but there are an enormous
number of people worldwide who make a point of knowing how
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these things work. The competitors of the contractors in honest
parts of the business would have looked at the rice prices out of
Thailand and said, That is 44 percent over, which was the DCMA
finding. They would have looked at the infant formula and the milk
overpricing—how cynical can you get—and said, This can be done
cheaper, and they don’t have to be buying it from places like Saudi
Arabia and Yemen and Syria and Sudan.

And so, at the simplest level, the public—even now you would get
great help if those were released to the public.

I say that not just because I am a member of the press, but be-
cause there are people who would look and immediately know
much better than, say, someone sitting in Washington what was
going on with those 75 firms in the United Arab Emirates. That
is one level.

This should just be public knowledge. It would bring to bear ex-
pertise you cannot get as a Committee or a small group of people;
bring the marketplace into it.

Second, on the level of what you may have access to, there are
bank records here that will tell you somewhere the transactions
that were made, whether everything was in fact done properly; it
has been a source of some mystery, from what I have been able to
report, exactly who has had what.

As far as I have been told, the Iraqi Governing Council in Bagh-
dad never received any bank statements after the fall of Saddam.
They were all with the United Nations. This was confirmed to me
by the U.N. Treasurer’s Office in March. In other words, almost a
year went by in which the U.N. did not disclose to anybody the
statements or records of the bank that handled the escrow accounts
of the program.

So the bank records, I think, are just vital. And someone needs
to find out simply where, in fact, they are, who has got them,
where they have been. They have been in a black hole as far as
I can tell for most of the past year. That is a sign that any of you
should be alert to.

Then there is simply the question of where exactly are the con-
tracts. If they are in two facilities—I have also heard accounts from
various quarters of files being corrupted, of things being lost, of
things having disappeared, of things being incomplete. Again,
where does the buck stop?

Someone ought to just make up a list of what is actually where
exactly. It will be very important. They have been, as far as I can
tell, scattered in many directions, in many forms.

So that is the very messy answer.

Chairman HYDE. Mr. McCotter from Michigan.

Mr. McCoTTER. Thank you, Mr. Chairman.

First, I would just like to say that this is a complex issue in
many ways. We have to deal with issues of not only what is per-
ceived as malfeasance, but potential misfeasance and the difference
between the two.

But I would just like to say, I am from Wayne County, Michigan.
I am a Republican from Wayne County, Michigan. And perhaps the
Chairman, with his knowledge of Cook County, will understand
this: That, in many ways, what we are seeing is a machine, a polit-
ical machine that is now being accused of having done something
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wrong. And the tactics that the machine uses to defend itself are
quite similar. There will be confusion, distraction, an internal in-
vestigation which is controlled by the machine, the results of which
may or may not be adequate for public consumption. And it is all
to defend the institution.

The reality is that the deeper debate that is going on is affecting
what we are dealing with in this present instance, and that is how
Americans view the role of the United Nations and what level of
participation, based on that decision, America will continue to pro-
vide within the United Nations.

The United Nations in many ways has simply a thin veneer of
international idealism which this present instance endangers by re-
gealing the dank undercurrents of real politic that occurs every

ay.

So I would just caution everybody to keep your powder dry and
see what happens, because the outcome of this investigation has to
be fair, it has to be full, so that the American people can make
their decision.

In many ways, it is also interesting to note, what cannot be over-
looked is—I would hope that what comes out of this is an under-
standing of how—should misfeasance or malfeasance in the Oil-for-
Food Program have occurred, what were the ramifications on sub-
sequent actions by Saddam Hussein?

If the Oil-for-Food Program wound up undermining the very
sanctions that were put in place to alter or to end the behavior of
Saddam’s regime, what role did that have when Saddam was faced
with further U.N. resolutions? What role did it play in terms of the
individual member-nation states and their dealings with Saddam
and their dealings with the adoption of the enforcement of future
United Nations resolutions?

It seems to me that these are the issues at stake, and I would
just hope that we can conduct this in an objective and fair way. We
may not be off to the best start.

And one of the things I would like to add is that I do not yet
subscribe to the notion that the United States is complicitous in
this. The way I view this is like a beat cop. The United States is
a police officer, let us say, and you see someone running an Oil-
for-Food scam and then on the other side of the street you see
someone trying to acquire weapons of mass destruction or dual-use
technology.

The police officer uses his best discretion and tries to stop the
weapons of mass destruction. That does not mean the United
States is complicitous with the criminal running the Oil-for-Food
Program scam across the street.

So I would just like to put that on the record.

I would like to thank you all for being here. I have so many ques-
tions of my own to ask myself. I have none for you.

Chairman HYDE. Thank you very much.

Ms. Ros-Lehtinen.

Ms. ROS-LEHTINEN. Thank you very much, Mr. Chairman, for
holding this important hearing.

I wanted to ask our panelists, in their opinion, if the United Na-
tions met its obligation under the Oil-for-Food Program; and if not,
why not? Because, as all of us know, Mr. Chairman, the welfare



89

of the Iraqi people, after having suffered under the yoke of Saddam
Hussein’s regime for decades, was entrusted to the United Nations,
the institution that was supposed to provide quality food and medi-
cine to them as an exception to the international sanctions that
were placed upon the Iraqi regime in retaliation for the regime’s
aggression. And as the evidence now appears to indicate, it seems,
that that trust was broken. The U.N., it seems from the evidence
that is now available, allowed Saddam and his allies, his cronies,
the ability to pick the products they wanted, their suppliers, and
their price. And according to the information that the Committee
has reviewed, the United Nations seems to have cared very little
about the quality of the products or even their cost as long as those
who supported the Iraqi regime got the contracts. They appear to
have forced suppliers to give them kickbacks, pocketed the money
for themselves, they cheated the Iraqi people, the very same people
that they were supposed to represent.

And Saddam’s criminal behavior was cynically overlooked by the
U.N. Secretariat, the bureaucracy that runs the institution. They
were in place to make the decisions to stop this kind of arrange-
ment, but callously they chose not to. And according to the infor-
mation gathered thus far, the U.N. allowed the people of the Kurd-
ish regions in the north of Iraq to be deprived of the quality med-
ical equipment and denied the ability to grow the very food that
could have helped feed their own people.

So the behavior of the U.N. in this, the largest humanitarian op-
eration in its history, is disappointing. And I wanted to know your
opinion about whether the United Nations, in fact, met its obliga-
tions under the program; and, if not, why not, if anyone cares to
answer.

Thank you.

Mr. RUGGIE. Could I give that a shot?

Actually, you should address the Kurdish issue, because every-
thing that I know about the facts on the ground suggests that, if
anything, the Kurdish area was disproportionately benefited by the
Oil-for-Food Program, in relative terms.

In absolute terms, it may have fallen short, Congresswoman. I
am not claiming that that may not have happened. But in relative
terms, it certainly was an area

Ms. Ros-LEHTINEN. They got cheated less.

Mr. RUGGIE. That was better off.

One reason for that was that the rest of the country, the U.N.
Oil-for-Food Program had to work through the Iraqi governmental
agencies, whereas in the northern governorates it could deal di-
rectly with the local authorities and the people.

I would just put that on the record, if I may.

Ms. ROS-LEHTINEN. Thank you.

Mr. ZiAD. I think, by any criteria, if you judge the performance
of the U.N. in the Iraqi Kurdistan, it fell short. The simple fact is
that they had nearly $8 billion to spend for the purposes, and they
managed to spend less than 50 percent on those programs, in addi-
tion to the quality of the performance of the various projects.

Another example: They gave the right of procurement to Saddam
Hussein’s regime, which was a big mistake on the part of the U.N.
Iraqi Oil-for-Food Program.
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In addition, I gave the example of the hospital in Sulaimani,
which never got built. By the way, it is going to be tendered again,
I gather, in about 2 weeks’ time, so—and the main reason, another
reason, was the quality of personnel chosen by the U.N. to imple-
ment the programs in our region. They discriminated against em-
ploying Kurdish personnel in their international stop. Throughout
that period, they never employed one single Kurdish expert. Of
course, they wouldn’t allow United States or British personnel to
be employed in our region.

I just want to make that clarification. Thank you.

Chairman HYDE. The gentleman from Indiana, Mr. Pence.

Mr. PENCE. Thank you, Mr. Chairman. Thank you for holding
this truly globally significant hearing about a topic that I know my
constituents in Indiana are grateful to see your leadership and the
participation of the Committee.

I wanted to ask two specific questions of testimony. I would ask
unanimous consent, Mr. Chairman, if an editorial by one of our
witnesses, Claudia Rosett, that appears in The Wall Street Journal
today might be added to the record of this hearing.

Chairman HYDE. Without objection.

[The information referred to follows:]

THE WALL STREET JOURNAL
COMMENTARY

Oil-for-Terror
By CLAUDIA ROSETT
April 28, 2004

It’s looking more and more as if one of the best reasons to get rid of Saddam Hus-
sein was that it was probably the only way to get rid of Oil-for-Food. The problem
wasn’t simply that this huge United Nations relief program for Iraq became a gala
of graft, theft, fraud, palace-building and global influence-peddling—though all that
was quite bad enough. The picture now emerging is that under U.N. management
the Oil-for-Food program, which ran from 1996-2003, served as a cover not only for
Saddam’s regime to cheat the Iraqi people, but to set up a vast and intricate global
network of illicit finance.

And though much debate has focused on the list published this past January in
the Iraqi newspaper Al Mada—cataloguing some 270 individuals and entities world-
wide alleged to have received illicit oil vouchers worth millions from Saddam—the
Al Mada list may be the least of it (apart from the last name of the executive direc-
tor of the Oil-for-Food program himself, Benon Sevan). Dwarfing the Al Mada list
for size, scope and menace was the U.N.-piloted mothership, the entire $111 billion
U.N. Oil-for-Food program. Supplied by Iraq’s oil wells, the sums involved in Oil-
for-Food’s transactions were so enormous that even the routine rounding errors of
a few hundred million here or there easily rivaled, for example, the $300 million
or so in family money believed to have given Osama bin Laden his terrorist start.

In a world beset right now by terrorist threats—which depend on terrorist financ-
ing—it’s time to acknowledge that the U.N.’s Oil-for-Food program was worse than
simply a case of grand larceny. Given Saddam’s proclivities for deceit and violence,
Oil-for-Food was also a menace to security. By letting Saddam pick his own business
partners and draw up his own shopping lists, by keeping the details of his contracts
and accounts secret, and by then failing abjectly to supervise the process, the U.N.—
through a program meant to aid the people of Irag—enabled Saddam to line his
pockets while bankrolling his pals world-wide. In return, precisely, for what? That
is a question former Federal Reserve Chairman Paul Volcker might want to keep
in mind as he heads up the official investigation, finally agreed to by U.N. Sec-
retary-General Kofi Annan, into Oil-for-Food.

In tallying various leaked lists, disturbing leads and appalling exposes to date,
what becomes ever more clear is that Oil-for-Food quickly became a global maze of
middlemen, shell companies, fronts and shadowy connections, all blessed by the
U.N. From this labyrinth, via kickbacks on underpriced oil and overpriced goods,
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Saddam extracted, by conservative estimates of the General Accounting Office, at
least $4.4 billion in graft, plus an additional $5.7 billion on oil smuggled out of Iraq.
Meanwhile, Mr. Annan’s Secretariat shrugged and rang up its $1.4 billion in Iraqi
oil commissions for supervising the program. Worse, the GAO notes that anywhere
from $10 billion to as much as $40 billion may have been socked away in secret
by Saddam’s regime. The assumption so far has been that most of the illicit money
flowed back to Saddam in the form of fancy goods and illicit arms.

But no one really knows right now just how much of those billions went where—
or what portion of that kickback cash Saddam might have forwarded to whatever
he deemed a worthy cause. A look at one of the secret U.N. lists of clients author-
ized by the U.N. to buy from Saddam is not reassuring. It includes more than 1,000
companies, scattered from Liberia to South Africa to oil-rich Russia. And though the
U.N. was supposed to ensure that oil was sold to end-users at market price—thus
minimizing the graft potential for Saddam and maximizing the funds for relief—
there is an extraordinary confetti of clients in locations known less for their oil con-
sumption than for their shell companies and financial secrecy.

Why on earth, for instance, did the U.N. authorize Saddam to sell oil to at least
65 companies in the financial lockbox of Switzerland. What was the logic behind ap-
proving as oil buyers at least 45 firms in Cyprus, seven in Panama and four in
Liechtenstein? At the other extreme, would Mr. Annan care to explain why the U.N.
authorized Saddam to sell oil to at least 70 companies in the petroleum-soaked
United Arab Emirates?

In Oil-for-Food, “Every contract tells a story,” says John Fawcett, a financial in-
vestigator with the New York law firm of Kreindler & Kreindler LLP, which has
sued the financial sponsors of Sept. 11 on behalf of the victims and their families.
In an interview, Mr. Fawcett and his colleague, Christine Negroni, run down the
lists of Oil-for-Food authorized oil buyers and relief suppliers, pointing out likely
terrorist connections. One authorized oil buyer, they note, was a remnant of the
defunct global criminal bank, BCCI. Another was close to the Taliban while Osama
bin Laden was on the rise in Afghanistan; a third was linked to a bank in the Baha-
mas involved in al Qaeda’s financial network; a fourth had a close connection to one
of Saddam’s would-be nuclear-bomb makers.

U.N. secrecy—in deference to the privacy of Saddam and his former clientele—
makes it extremely difficult to confirm the many whiffs of sleazy and sinister deal-
ings in these lists. But for an example of how dirty Oil-for-Food could get, take the
case of one of Saddam’s U.N.-authorized relief suppliers, a company called Al Wasel
& Babel General Trading LLC, set up in Dubai, in 1999. This same Al Wasel &
Babel was designated by Treasury earlier this month as a front company set up by
senior officials of Saddam’s regime to serve as a foreign seller of goods to Saddam’s
regime, through Oil-for-Food (while trying to procure for Iraq a surface-to-air-missile
system).

And although full information is hard to come by, partial lists leaked from the
U.N. show that in 2000-2001 alone, Saddam’s regime ordered up from Al Wasel and
Babel more than $190 million in construction materials, trucks, cars and so on. Over
Mr. Annan’s and Mr. Sevan’s protests, the U.S. and U.K. blocked some $45 million
worth of those contracts; that still left the Saddam front company of Al Wasel &
Babel with about $145 million of Oil-for-Food business for that two year period
alone.

Basically, Oil-for-Food was Saddam—just slightly harder to spot, swaddled as he
was in that blue U.N. flag.

Ms. Rosett, an Opiniondournal.com columnist, is a fellow with the Foundation for
the Defense of Democracies and the Hudson Institute. A related article by the author
appears in the May issue of Commentary.

URL for this article:
hittp:/ [online.wsj.com [article/0,,SB108310951312995487,00.html

Mr. PENCE. Thank you, Mr. Chairman.

And it is about that, Ms. Rosett, that I wanted to speak. You
make some fairly extraordinary assertions on the pages of The Wall
Street Journal today, mostly having to do with whether or not—
well, I don’t want to characterize your piece. People can read it.

But you raise the issue of whether or not as we talk about kind
of grand larceny on a global scale, on the global graft that was
going on here, some estimates in excess of $4 billion in kickbacks
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and payoffs, it would be easy to stop there. It would be easy to say,
well, this was just people running away with the store.

But it seems to me that—and I heard your statement, and I
haven’t read your entire statement yet. But it seems to me—I
would be anxious to have you speak to this suggestion—in your
piece that all U.N. Oil-for-Food money may have ended up in ac-
counts tied to the Taliban during the period of time that al Qaeda
was being harbored and trained there; that it ended up in banks
in the Bahamas involved in al Qaeda’s financial network; my ques-
tion to you is, to what extent do you personally believe—and I
know we are about, ultimately, trying to say what the evidence is—
but to what extent do you personally believe that Saddam Hussein
used the Oil-for-Food Program and the contracting ability and
voucher program and the rest to finance terrorism?

Ms. ROSETT. Thank you for, I think, a really important question.

Let me try to substantiate what I say as far as I can.

We do not know that money from this program ended up in a
bank in the Bahamas, the bank in question being Bank Al Taqua,
which is on the U.N.-designated terror list of entities affiliated with
al Qaeda. But it did have a connection to a firm that was author-
ized out of Liechtenstein to buy oil from Saddam Hussein.

And, again, when you look at this, I think you all appreciate, as
people who know something of the world, that when you see a firm
in Liechtenstein buying oil from Saddam Hussein, there is enough
there to ask the question, is this for home heating? And when you
start to look through the lists, there are examples—I mean.

Mr. PENCE. If I may interrupt to amplify your point. The sale of
the oil to the United Arab Emirates, which I think you aptly de-
scribed today as an “oil-soaked country”

Ms. ROSETT. Yes.

Mr. PENCE [continuing]. And also a place where I think we have
established, over time, since 9/11, a great deal of terrorist activity
and interactions have taken place is deeply suspicious to this Con-
gressman, and it seems to me an example of that to which you
point in The Wall Street Journal today.

Ms. ROSETT. Precisely. It is that when you look through—I have
a leaked list. This is the kind of thing I was saying the U.N. should
make confidential. I began sitting down and going through, with
the help of someone I suggest you call as a witness, a lawyer who
works for a firm in New York—I can give you more details—he is
a financial investigator who has looked into financial sponsors of
September 11th.

This is the law firm Kreindler & Kreindler, and they filed a suit
against the financial sponsors. And in the course of that, one of
their investigators also wrote, I think, the best detailed report I
have seen on sources of revenue for Saddam Hussein—it is public
from the Coalition for International Justice, and it is heavily docu-
mented.

Mr. PENCE. But it is your sense that—excuse me, for inter-
rupting, but they limit my time. It is your sense that that is an
issue in this investigation of this global scam?

Ms. ROSETT. Let me make it very clear.

My sense is that this was huge and it was dangerous. What we
can establish is that Saddam Hussein had, absolutely, the ability
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to send money through Oil-for-Food contracts to anyone he chose
once he got it into a company like that; that if you put together—
and I just need to give you the crucial components—the graft-kick-
back element where we don’t know that it was all going back to
Iraq once it was onto a company where Saddam Hussein had al-
ready done a dirty deal; and, again, the blackmail component, the
cooperative component, it could be sent on.

And the opportunities I began outlining, I began just looking at
things that are strange, and you will see the—it goes on and on
and on. When you start—that is what—and there is no official in-
vestigation. This was Saddam’s little black book.

Ms. ROS-LEHTINEN [presiding]. Thank you so much.

Thank you, Mr. Pence.

Mr. BURTON. Would the Chairman yield for just a moment,
please? If it is possible, I would like to have that put into the
record. Could we have——

Ms. Ros-LEHTINEN. The little black book?

Mr. BURTON. The information she is

Ms. RoOs-LEHTINEN. I will take it under advisement with the
Chairman and let him decide.

Mr. BURTON. I think it is extremely important.

Ms. ROS-LEHTINEN. I will make sure that the Chairman notes
that. Thank you, Mr. Burton.

Mr. DELAHUNT. No objection from this side of the aisle.

Ms. RosS-LEHTINEN. Thank you.

Ms. ROSETT. I will provide it. I think it is important this should
go public.

[The information referred to follows:]
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Companies Authorized to Communicate with Overseers
S/AC.25/1996/HUM386/Comm.

updated 3/6/97

1

Belgium

Petrofina

2

Germany

—_

Intermar Energie-Handel Holdinggesellschaft mbH
Mabanaft GmbH

Marimpex Mineralol-Handelsgesellschaft mbH
Veba Oil Int. GmbH

Dea Mineralol AG

Deutsch Shell AG

Esso AG

Conoco Mineralol GmbH

Select Energy Trading GmbH

. Independent Oil Dealers
. Stinnes Interoil AG

Malaysia

W e 2 D 00 OV R W

Tradeyear SDN BHD

Petronas Trading Corporation (PETCO)

Malaysian International Trading Corporation SDN. BHD
MITCO)

Rumpum Legenda SDN. BHD

Antah Sri Radin Sdn. Bhd

Camro Sdn. Bhd.

4add 1,2

Russia

Mashinoimport

Zarubezhneft

International Economic Cooperation Ltd.
Nafta-Moscow Ltd.

Lukoil Qil Company Ltd.

Rosneft Qil Company Ltd.
Rosnefteimpex Ltd.

Alpha-Eco

Tatneft

UAE

Fal Oil, Ltd.
Itlegible

Austria

OMYV Aktiengesellschaft

South Africa

N e T o e e LA

Engen Petroleum International Ltd.
Shell South Africa Ltd.
SFF Association
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Switzerland

VAR WM

—_
M= O

Addax BV Geneva Branch
Newgen AG (ex Claredon AG)
Hermitage Resources AG
Glencore International AG
Phibro GmbH

Tempo Trade SA

Turavent Oil AG

Bayoil SA London Branch
Petrogaz Distribution SA

. Swoil Corporation Lugano Branch
. VTT Vulcan Petroleum SA
. Agip (Suisse) S.A.

Ttaly

Agip Petrolt

API Anonima Petroli Italiana
Erg Petroli

Esso Italiana SpA

Qil Energy SpA

10

Philippines

Philippine Intemational Trading Corporation (PITC)

11

Spain

Sirecox

Repsol Petroleo
Cenavisa

Glencore Espana SA

Brazil

Petrobras

13

Belgium

Esso Belgium

14

Poland

SN b Ed Ea ol S B el ot AR o g

Petrochemia Plock SA
Rafineria Gdanska SA
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15

UK.

Turavent Oil Ag

Philbro Energy

Allied Commercial Comms
BB Energy

Continental Qil & Gas Resources
Plaza (107) Ltd.

Philbro GmbH

BP Oil International

. Energy Compass

10. Shell ITSC

11. ABC Worldwide Trading
12.IBB Ltd.

13. Tramp Oil & Marine

14. G A Kasir & Sons Ltd.

15. Midgulf

16. Mitsui & Co (Energy Dept)

17. Duplograph Ltd.

18. Mr. Samir Al-Ani

19. Mr. Abdullah

20. Otrap International

21. Amoco Supply & trading

22. Mitsubishi Corp (UK) Plc

23. Mr. Marcus Papadopoulos

24, Mr. Alo Mosawi

25. Industrial Control Services Ltd.
26. Enterprise Oil

27. Coroles International Ltd.

28. Esso UK Plc

29. Taurus Petroleum Ltd.

30. United Projects Co. Ltd

31. Worldwide

32. Aattock Oil Services (UK) Ltd.
33. Riva International Ltd.

34. Conoco (UK) Ltd.

35. Taurus Petroleum Services

36. Dena Ltd.

37. Attock Oil International

38. Sama Impex Ltd.

39. Chevron International Oil Co. Ltd.
40. Energy International Ltd.

41. Delta Holding Group

42. Itochu Petroleum Co (UK) Ltd.
43. Tomen Plc

44, Branch Oil Trading Ltd

45. Alba Holdings

46. Richmond Trading & Investment Co
47. Sinochem Int Ltd

48. Taurus Petroleum Limited

BB d

o

16

Bulgaria

1. Chimimport AD
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17

Japan

W O W N

[—
—_ S

12.
13.
14,
15.

17.
18.
19.
20.

22.
23.
24,
25.
26.
27.
28.
29.
30.

32.
33.
34,

36.
37.
38.
39,

Cosme Oil Company Ltd

Fuji Oil Co., Ltd.

General Sekiyu K.K.

Idemitsu Kosan Company Ltd.
Japan Energy Corporation
Kashima Qil Co., Ltd.

Koa 01l Co., Ltd.

Kyokuto Petroleum Industries, Ltd.
Kyusyu Oil Co,, Ltd.

. Mitsubishi Oil Co., Ltd.
. Nippon 0Oil Co., Ltd.

Nippon Petroleum Refining Co., Ltd (Nippon Oil Group)
Nihonkai Oil Co., Ltd. {(Nippon Oil Group)

Nippon Cil (UK.) Plc

Nippon Oil (Asia) Pte., Ltd.

. Seibu Oil Company Ltd.

Showa Shell Sekiyu K.K.

Itochu Corporation

Ttochu Petroleum Co., }Hong Kong) Ltd.
Kanematsn Corporation

. International Petroleun Ltd. (Hong Kong)

Marubeni Corporation

Marubeni Petroleum Company Ltd.
Mitsubishi Corporation

Petro Diamond Company Ltd.
Mitsubishi Corporation {(U.K.) Ple
Mitsubishi International Corporation
Mitsui & Co., Ltd.

Mitsui Oil (Asia) Kong Kong Ltd.
Nissho Iwai Corporation

. Nissho Iwai American Corporation

Nissho Iwai Europe Plc
Nissho Iwai Petroleum Co. (Singapore) Pte Ltd.
Pacific Petroleum & Trading Co., Ltd.

. Sumitome Corporation

Tomen Corporation

Tomen Petroleum (Singapore) Pte. Ltd.
Tomen (U.K.) Plc

Tonen Corporation

18

Portugal

Petroleos de Portugal

19

Bzhamas

Swoil Corporation Ltd.

20

Turkey

BN o=

Mr. Abdulkadir Basar
Mr. Yavuz Erkut

Mr. Fikret Yeletaysi
Mr. Hasan Tan
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21 Rep of Korea | 1. Yukong Ltd.

. Lg-Caltex Qil Corporation

. Hanwha Energy Co., Ltd.

. Hyundai Oil Refinery Co., Ltd.
. LG International Corp.

. Samsung Corporation

22 Netherlands . Shell Nederland Reffinaderij BV
. Shell Nederland BV

. Agip Trading BV

. Larmag Energy BV

. Trafigura Beheer BV

23 China China National Chemicals Import/Export Corporation

24 France . Mobil Qil Francaise

. BP France

. Agip Francaise S.A.

. Shell Oil Company

. Total International Limited
. Esso

. Socap International

. Elf Trading S.A.

0. Societe Logaffinstrat

25 Indonesia . PT Tipati Pratama

26 Finland . Fortum Oi! and Gas Oy

27 South Africa | 1. BP Southem Africa (Pty) Limited

28 Bulgaria . Nephtohim Ltd.

29 Colombia . Empresa Colombiana de Petroleos ECOPETROL

30 Germany . Cobisa International Petrol Marketing

31 Hungary . Mol Co. Ltd.

1
2
3
4
5
6
1
2
3
4
5
1
1
2
3. Fina France
4
5
6
7
8
9
1
1
1
1
1
1
1
1
1

32 Urnguay . Administracion Nacional de Combustibles, Alcohol y Portland

(ANCAP)

33 South Africa | 1. Total South Africa (Pty) Limited

34 Ireland . Irish National Petroleum Corporation Ltd.

35 Namibia . BP Namibia (Pty) Ltd

. Caltex Oil (Namibia) (Pty) Ltd

. Engen Namibia (Pty) Ltd

. Shell Ltd

. TREK - Namibia Petroleum (PTY) Ltd

. Total Namibia (Pty) Ltd

37 Mauritius State Trading Corporation

38 Thailand . The Bangchak Petroleum Public Company Limited
. Thai Oil Company Limited

. Rayong Refinery Company Limited

. Star Petroleum Refining Company Limited

39/add1 U.s. . The Coastal Corporation (Coastal Petroleum N.V.)

. Mobil Export Corporation
. Texaco Limited

1
1
1
2
3
4
5
6
36 India 1. Indian Oil Corporation Ltd.
1
1
2
3
4
1
2
3
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40/add1 Romania L. Sccietatac Nationala de Petrol si Gaze "Petrogaz SA"
2. Petrolexportimport S.A.
I United States | 1. Chevron U.S.A,
2 Malaysia 1. KLK Kontrekbina SDN. BHD.
2. Al-Wand SDN. BHD
3 Rep of Korea | 1. Hyundai Engineering & Construction Co. Ltd.
4 UK. 1. Vitol Energy (Bermuda) Ltd
5 Morocco 1. Societe Marocaine de Raffinage (SAMIR)
6 Malaysia 1. Pacific Inter-Link Sdn. Bhd.
7 UK. 1. Levant Petroleum Limited
8 Cyprus 1. Cyprus Petroleum Refinery Ltd
g Panama 1. Petroserve Limited, S.A.
10 Switzerland | 1. Vitol S.A.
11 Malaysia 1. Raza Sendirian Berhad
2. Primabumi Sdn. Bhd.
12 U.K. 1. Zarah Fashions Co. Ltd.
13 Cyprus 1. Moil-Coal Trading Co. Limited
14 Malaysia 1. Enrico Sdn. Bhd.
15 Germany 1. Ascon Oil GmbH
16 Switzerland | 1. Shell Switzerland
17 Germany 1. Cremer Oil GmbH Hamburg
18 Greece 1. D.E.P. {(Public Petroleum Corporation)
19 Italy 1. NRG Qils
20 UK. 1. Fortune Oil Company Ltd
21 Hungary 1. Grand Imperial Co. Ltd
22 Italy 1. Costieri Genovesi Petroliferi
23 UAE 1. Crescent International Petroleum Ltd
24 UK. 1. Griffin Marketing Ltd
25 Greece 1. Moto Cil (Hellas)
2. Avin Oil Anstalt
26 Russia 1. Onako Ltd
27 Switzerland | 1. Masefield AG
28 Algeria 1. Sonatrach Petroleum Corporation
29 Germany 1. Ascon Trading
30 Ttaly 1. Apioil Limited
31 Switz 1. OMYV Supply and Trading AG
32 UK. 1. APIOL Ltd.
33 U.S. 1. Phoenix Intemational L.L.C,
34 UK. 1. Swanshire International Ltd
35 Italy 1. Italiana Energia e Servizi SPA
36 Greece 1. Petrola Hallas, A.E.B.E,
37 Switzerland | 1. CPT Chemical Products Trading AG
38 Spain 1. Compania Espanola de Petroleos
39 Russia 1. Sibneft
40 Switzerland | 1. Wintershall Oil AG
41 UK. 1. Saracen Power PLC
42 Indonesia 1. PT International Petroleum Sales, Inc
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43 UK. 1. Gulf Oil Limited

44 Canada 1. Ranger Oil Limited

45 Romania 1. Arcas Group

1 Russia 1. Zangas

2 Canada 1. TransCanada Petroleum Ltd.

3 1.

4 Bulgaria 1. Rosbulneft AD

S/add1 Turkey 1. Delta Petroleum Products Trading Co..
2. Fal Oil Company Ltd

6 1.

7 Switzerland | 1. Central Energy AG

8 Russia 1. Tyrmenskaya Neftyananya Compania

9 Austria 1. Apollo Oil Rohstoffhandels GmbH

10 Slovak Rep | 1. Petrimex Supply Ltd

11 Bahamas 1. Bayoil Supply and Trading Limited

12 Cyprus 1. Nafta Petroleum Company Limited

13 Russia 1. Surgutneftagas

14 Czech 1. Chemapol a.s.

15 Netherlands | 1. The Oil Consulting Group

16 Austria 1. Fa. Gulf ErdolhandiungsgesmbH

17 Ukraine 1. MontElect Co.

18 Spain 1. Juan Antonio Minarro Aguilar

19 UK. 1. Wyatt Energy (BVI) Ltd

20 1.

21 Singapore i i Ceased Operations

22 UK. 1. Afro-Eastern Limited

23 Singapore 1. Kuo Oil (Singapore) Private Limited
2. Hin Leong Trading (Private) Limited
3. Veba Oil Suply & Trading Pte. Ltd.

24 Spain 1. Lubna Trading, S.A.

25 Russia 1. Yukos

26 France 1. Addax France Sarl Bard

27 Austria 1. Fa. General Petroleum Services GesmbH.

28 Canada 1. Petro Lina Oil Canada, Inc,

29 Netherlands | 1. Tramex Holding N.V.

30 1.

31 Canada 1. Oilexco Incorporated

32 Moroceo 1. Petrade

33 1

34 France 1. Glencore France S.A,

35 Ttaly 1. IPLOM

36 UK. 1. Hess Energy Trading Co. Ltd

37 1.

38 VietNam 1. Petro VietNam Trading Company PETECHIM)

39 Spain 1. Petroleos Del Norte, S.A. (Petronor)

40 Panama 1. African Middle East Petroleum Co. Ltd., Inc.

41 Indonesia 1. PT Satriautama Nasantara
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42 UK 1. Lukoil Petroleum Limited
43 UK. 1. Mar Petrochemicals Limited
44 Yugoslavia 1. Beopetrol
45 Switzerland | 1. Hariko Limited
2. Sintez SA
46 Syria 1. Awad Ammora & Co.
2. Nouri for Trading Co.
47 Singapore 1 —Indoillnternational Ble-Lid Ceased Operations
48 Italy 1. Saras S.p.A. Raffinerie Sarde
2. Arcola Petrolifera S.p.A.
49 Yemen 1. ZSA Services Ltd.
50 Malaysia 1. CNCCC Holdings SDN. BHD
51 Malaysia 1. Mice Pharmaceutical (K1) SDN BHD
52 Hungary 1. Grandfarm Agricultrual and Commercial Join-Stock Company
53 Canada 1. Arcan International Supply Canada Limited
54 Switzerland | 1. Euromin SA
35 UAE 1. Great Wall Trade Centre (L.L. Co.)
56 Slovak 1. Slovnaft Supply& Trading Ltd.
Republic
57 Panama 1, Kelt Oil & Energy S.A.
58 Malaysia 1. Delcom Services SDN BHD
59 Denmark 1. Agri-Tech
60 France 1. Unitrade International SA
61 Ttaly 1. Petraco S.p.A.
62 Yemen 1. Aden Refinery Company
63 China 1. Capital Century Co., Ltd.
64 Lebanon 1. B.B.Energy (M.E.) S.AL.
65 Ttaly 1. Industria Petrolifera Siciliana
66 Switzerland | 1.  Sideco SA
67 Spain 1. Amposta Oil, S.L.
68 Russian 1. Slavneft
Federation
69 Ireland 1. Bula Resources (Holdings) ple.
70 Panama 1. Devon Petroleum Limited S.A.
71 UK 1. SteelCorp. Ltd
72 Canada 1. Petro Bass Canada Inc.
73 South 1. Mocoh Services South Africa (Pty) Ltd
Africa
74 Switz 1. Genmar Resources
75
76 Russia 1. Gazprom
2. Transneft
77 Greece 1. Hellenic Petroleum S A.
I8 Lrance 1--IBEX
79 Russia 1. ASTES

80
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81 Jordan 1. Petro Lina Oil Limited

82 Japan 1. Tokyo Beoki Development Ltd

83 UAE 1. Loyoil L.L.C.

84 Germany 1. Rosnefta-Gazprom AG

85 Cyprus 1. Arcmed Energy Limited

86 Switz 1. Behles Petroleum SA

87 Malaysia 1. Gabungan Bistari Sdn BhD

88 Panama 1. Dalston Associated SA

89 France i. Aredio Petroleum S.A.R.L.

90 UAE 1. EnerCanada Middle East Ltd

91 Netherlands | 1. Excelsior Energy B.V.

92 Bulgaria 1. Vassilevi Bros. Ltd

93 Gambia 1. Gamoco Ltd

94 Ireland 1. Irish National Petroleum Corporation

95 Canada 1. Rosiyn Resources Inc. (Omni Petroleum)
96 UAE 1. Al Habtoor Trading Enterprises

97 Italy 1. Damoil Srl,

98 UK 1. Omni Petroleum Limited

99 Tunisia 1. Entreprise Tunisienne d'Activites Petrolieres
100 Belarus 1. Belmetalenergo LTD

101 Thailand 1. Petroleum Authority of Thailand

102 Singapore 1. Concorde Energy Ptr. Ltd

103 Sudan 1. Samsu Trading Company Ltd

104 Indonesia 1. PT Dexter Trading Ltd

105 Namibia 1. Kalahari O1l Company (Pty) Ltd.

106 Kenya 1. Asmos Limited

107 Yemen 1. YemOil Co. Ltd.

108 Ukraine 1. Vavilon

109 Ukraine 1. Hyperberey

110 Switzerland | 1. Novarco AG

111 (Gabon 1. Company Petrolin Trading Limited (BVT)
112 Spain 1. Gonzalez Corral Hnos S.A.

113 Indonesia 1. PT Bumi Teknindo Damparjaya

114 Namibia 1. Millenium Trading Company (Pty)

115 Cyprus 1. Gulfstream Trading Limited

116 France 1. Samfet

117 Egypt 1. Income Petroleum & Industrial Services (INCOME)
118 Ttaly 1. Italtech SRL

119 Liechtenstein | 1. GALP International Trading Establishment
120 UK 1. South Petroleum Limited

121 UK 1. Triton Oil Limited

122 France 1. Samasu S.A.R.L.

123 France 1. Tanker Oil & Gas

124 Switzerland | 1. Lukoil SA

125 Switzerland | 1. Venturis Energy GmbH

126 Italy 1. Quantum Oil

127 Latvia 1. Skonto Nafta Ltd
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128 China 1. Purich International Limited
129 Switzerland | 1. Swissoil Trading SA
130 Lebanon 1. Planet Petroleum
131 Cyprus 1. Dasmitrade Limited
132 UK 1. CATO Trading Limited
133 Austria 1. JURIMEX Kommerz Transit GesmbH
134 Argentina 1. Petroil Petroleros y Derivados S.A.
135 Thailand 1. Chaiyaporn Rice Co., Ltd.
136 Russia 1. Zarubezhneftegaz
137 Cyprus 1. Al Salam Oil Overseas Limited
138 UK 1. Century Market Associate Limited
139 China 1. Zhuhai Zhengrog Co.

2. China National United Oil Corp

3. China Petro-Chemical International Co
140 Malaysia 1. Petmal Oil
141 China 1. Camelot Oil Company Limited
142 Russia 1. VSNK (East Siberian Gas and Oil Company
143 Singapore 1. Singapore Petroleum Company Ltd
144 Namibia 1. Namibia Atlantic Shipping Corporation
145 UAE 1. Intermat General Trading (L.L.C.)
146 Singapore 1. Nicor Petroleum Company Limited
147 Lichtenstein | 1. Tradetechno Limited
148 Belarus 1. Lada-OMC Holding SA
149 Spain 1. Dominion Spain, S.L.
150 Austria 1. Jurimex Kommerz Transit Oif GesmbH
151 Switz 1. Indagro S.A.
152 Switz 1. Zerich GmbH
153 UK 1. Petrobras International Finance Company
154 Indonesia i. PT Himber Graha Utama
155 Indonesia 1. PT Pancacitra Multi Jaya
156 Indonesia 1. PT Ningrat Banda Lubrika
157 Indonesia 1. Petrecom Ltd.
158 Indonesia 1. PT Concord Perdana Indonesia
159 Austria 1. Intcrarc Petroi Energy Handelsgesellschaft mbH
160 Ukraine 1. Vazhmashimpex
161 Ukraine 1. Concern Styrol
162 Switz 1. EPI Services SA
163 Switz 1. LIA Oil (Suisse) S.A.
164 Switz 1. IPCO Trading S.A.
165 Yemen 1. Al Wadi Trade & Investment Co. Ltd
166 Indonesia 1. PT Bakrie Interinvestindo
167 Indonesia 1. P.T. Istana Karang Laut
168 Tran 1. Naftiram InterTrade Co (NICO) Limited
169 Hungary 1. Euromark Trading Ltd.
170 India 1—MLSReliancePetrolewmn Ltd. M/S Reliance Industries Limited
171 Cyprus 1. Likart Trading Limited
172 Cyprus 1. KTG Kentford Globe Limited
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173 Romania 1. 3R Trading Impex SRL

174 Romania 1. Midway Oil

175 UK 1. Mount Overseas Limited

176 UK 1. Maurice E. Taylor (Merchants) Ltd

177 Malaysia 1. Nusantara Khas Sdn. Bhd.

178 Tunisia 1. Carthago International Trading (CITRA)
179 Malaysia 1. Mastek Sdn. Bhd.

180 Singapore 1. Perta Qil Services Ptr. Ltd

181 Singapore 1. Sunlabel Ptr Ltd

182 Ireland 1. Afro-Eastern Ltd.

183 UK 1. Amros Trading Group SA

184 France 1. International Petroleum Company

185 Armenia 1. Vedi Alco

186 Russia 1. Zarnestservice

187 Russia 1. Zao "VTQ" Rosneftegazexport”

188 Russia 1. JCS Orel-0Oil

189 UK 1. Perenco PLC

190 Austria 1. INVEST Pectrol HandelsgmbH

191 Romania 1. Rompetrol S.A.

192 Spain 1. Tulanhery, S.L.

193 Singapore 1. Daxin petroleum Company Pte Ltd

194 Yemen 1. Rayman

195 France 1. Societe Financiere de Participations et D'operations Petrolieres
196 Switz 1. Mero Energ GmbH

197 Spain 1. Vilma Oil Consulting

198 UAE 1. Vergo Engineering Est

199 UAE 1. Jewan Oil

200 Russia 1. Joint Stock Petroleum Company BASHNEFT
201 UK 1. Econovise International Ltd

202 Ukraine 1. Ruduga

203 Spain t. Expansion Exterior SA

204 Netherlands | 1. Petroplus Refining BV

205 Bulgaria 1. BAK 54 Ltd

206 Tunisia 1. Medex Services

207 Armenia 1. Zakhneftegazstroy-Prometey Joint-Stock Company
208 Oman 1. Oman Refinery Company

209 Ukraine 1. Federalniy Torgoviy Dim-OIL

210 Tunisia 1. Carthago O1l Company

211 UK 1. Atlantic Oil & Gas Management Company
212 Seychelles 1. Collerton Oil & Gas Limited

213 Romania 1. Interagro S.A.

214 Romania 1. Interagro S.A.

215 France 1. Agri Marketing

216 Tunisia 1. Tunisian Intemational Petroleum Company
217 Switzerland | 1. Konor GmbH

218 Switzerland | 1. A.G.L (Geneva) Inc,

219 Austria 1. Consult Trade Kurt Samec
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220 Indonesia 1. P.T. Java Atlantic Oil

221 Spain 1. Nefteguim Servis S.L.

222 Malaysia 1. KLK Kontrek Bina Snd Bhd

223 Cyprus 1. Mix Oil Limited

224 Sweden 1. Promex Oil AB

225 UK 1. M A S Alkhouzal

226 Venczuela 1. PDVSA Trading S.A

227 Thailand 1. P.B. Pongboon Intertrade Co. Ltd.
228 Cyprus 1. CSCE Oil Energy Limited

229 Spain 1. Tajo Oil & Trading Company

230 Canada 1. Escondido Resources International Ltd
231 Kazakhstan 1. Kazakhoil

232 Vietnam 1. Vinapco

233 Switzerland | 1. Marc Rich & Co Investment AG

234 Philippines 1. Masaligan, Inc.

235 Sweden 1. Jan Falk Engineering

236 Nigeria 1. Hyson Nigeria Ltd. (NNPC)

237 Narmibia 1. African petroleum (PTY) Ltd.

238 Switz 1. Baytur Trading S.A

239 Panama 1. INCOMED Trading Corporation

240 UK L. Euro Asian Development Corporation Ltd
241 UK 1. Fosdyke SA

242 Liechtensein | 1. Oil Minerals Company Limited

243 Spain 1. Digesa Spanish trading

244

245 South Africa | Metalcor (Pty) Ltd

246 Spain Helma Baumashinen SL

247 Namicia Oasis Iimport & Export (Proprietary) Limited
248 Singapore Lukoil Asia Pacific Pte Ltd

249 Cyprus Kilaga Trading Ltd

250 UAE Al Shamsi Trading Centre

251 UAE Al Zaman Trading & Oilfield Services Establishment
252 UAE Camtech Manufacturing L.L.C.

253 Malaysia Uni-Pure Energy Sdn. Bhd

254 Switzerland | Bonaligna Handels AG

255 Malaysia Quantum Holdings (L) Ltd

256 Germany Ternes International

257 Malaysia Emir Enterprises SDN. BHD

258 Denmark Erik Emborg

259 UK Farkha Investments Limited

260 UAE Coast Oil Derivatives Est.

261 UK Nataim Limited

262 Spain Quiberto, S.L

263 Romania SPET S.A

264 Ttaly Gaetano D’Alesio

265 Spain Terbamil, S.L. & Cape Vermey A. Invest
266 Canada Ranger Oil (Middle East) Ltd.
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267 UAE Silver Seas Shipping (LLC)

268 UK Marbel Resources Ltd.

269 Switzerland | Delta Services S.A

270 Switzerland | AOT Trading AG

271 Philippines | UNIOIL Group of Companies/OILINK International Corporation

272 UAE Bin Ham Cil Group

273 Pakistan A & A Services

274 Pakistan B.C. International (Pvt.) Ltd.

275 Cyprus MAOCO Trading Ltd.

276 Cyprus Strevel Enterprises Ltd

277 UK Black Gold Ltd.

278 UK Commoii Ltd

279 UK Angelo Energy Refining Corp

280 Indonesia PT Swadaya Serana Berlian

281 Indonesia PT Gemilang Energindo Sentosa

282 Indonesia PT Acacia Nusantara

283 Indonesia Golden Spike Energy Indonesia Ltd.

284 Ireland Terrier Energy

285 VietNam Petroleum Technical Services Company (PTSC)

286 Ttaly Eurofoods SRL

287 Indonesia PT Sri Mukti Gas Corporation

288 Armenia Sokol Group Ltd.

289 UK Farkha Investments Ltd.

290 Spain Petrotrade International SL

291 UAE Hamed Establishment General Trading & Companies
Representation

292 Yemen Mukiriani Sana'a

293 UAE Al Hold International Trading FZCO

294 Qatar Gulf Petroleum Limited

295 Pakistan 0il & Gas Services Group Ltd

296 Indonesia Petrobuild Indonesia

297 UAE Benzol, est.

298 South Africa | Renaissance Commodity Holdings (Pty) Ltd

299 UAE Trans Fulf Petroleum

300 Malaysia World Progress Oil Inc.

301 uAE Emeer Oil LLC

302 Indonesia Ramada Agung Internasional

303 Indonesia PT Surya Kiran Utama

304 Belarus Center for Joint Projects at the Executive Committee of the
Belarus-Russia Union

305 Cyprus Morfo Holdings (Cyprus) Ltd

306 Turkey Besler Nakliyat Petrol Urunleri Sanayi ve Ticaret AS

307 Austria Petrochem Handlesgesellschaft mbh

308

309

310 Jordan Middle East Advanced Semiconductor, Inc

311 Qatar Faisal Al Sulaiti
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312 Switzerland | Buston AG

313 Indonesia PT Unitrada Komutama

314 Indonesia PT Medco Duta

315 Switzerland | Zyrya Management Services (Suisse) Sarl

316 UK Farco Group, Ltd

317 Canada Canadian Natural Resources Limited

318 Ukraine Joint Stock Company Concern Regions of Ukraine
319 Indonesia P.T. Citra Tubindo Tbk

320 Cyprus Lerox Limited

321

322 Liechtenstein | Fenar Petroleum Limited

323 Switzerland | JOPAG AG

324 Germany Albana Import-Export GmbH & Co. Handels- KG
325 Turkey Tillo Dis Ticaret ve Mumessillik A.S

326 Ttaly West Petrol Stl

327 UK Intercontinental Oil

328 Indonesia P.T. Unichem Candi Industry

329 UAE Siva Fuel Bunkering

330 Sweden NAFTOIL AB

331

332 Yemen Al-Aiz Company for Investment, LTD

333 Ukraine JSC Corporation Agrotekh

334 Switzerland | SPOL Management S.A

335 Yemen Alcaon

336 UK J&S Trading Company Limited

337 UK Oil Trading Corporation

338 Tunisia Pireco

339 Estonia AMA 011 OU

340 Ukraine JVC Trade House TATNAFTA - Ukraine

341 Australia Universal Associates Australia Pty Ltd

342 Ukraine State Joint Stock Company Ikrresursy

343 Italy IV.IL Srl

344 Ukraine National Joint Stock Company Naftogaz of Ukraine
345 Bulgaria Vladimpes Bood

346 Italy ENEL F.T.L. SpA

347 Ukraine Corporation Energoimpeks-Ukraine

348 UK Energy Development Solutions

349 Syria ASSAF & TABIKH

350 Lithunia JSC Strategines pletros grupe

351 Canada Hydro-Fil Inc.

352 Ukraine Commercial Home Council of Deal Cooperation
353 Cyprus Soboh Petroleum Cyprus Ltd

354 Turkey Oz-Un Elektrolitik Bakir Mamulleri San Tic A.S.
355 UAE Capital Mettalic Equipments Est.

356 Indonesia P.T. Utama Bressindo Persada

357 Ukraine Energy Resources People's Company - Ukraine
358 Switzerland | Trade House Tatneft S.A.
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359 UK Celedonian Technology Holding Ltd

360 Canada R&D Biornass Group Ltd

361 Cyprus Pentonville Developers Ltd

362 Portugal ESOIL Limited

363 Australia Ranimax Pty Ltd

364 Malita East Petrol Trading and Consulting Limited
365 Malta ‘West Petrol Trading & Consulting limited
366 Bulgaria Zlatimex

367 Austalia Mazxco Pty Ltd

368 Romania Hash Ro Shipping Oil SRL

368 Denmakr Danltal

369 Sweden KB Stengruden 1096

370 Estonia AS Intopex

371 Indonesia P.T. Kwarta Daya Pratama

373 Germany Alriwo GmbH Handelsunternehmung fur Industrieprodukte
373 Turkey Petrolen Petrol Muhendislik,

374 Bosnia Unic Komerc d.d.

375 Italy Danltal Italia Srl

376 Ttaly Maxcom Petroli

377 Germany Kari Petrol Oelhandels GmbH

378 UAE International Qilfield Generai Services

379 Canada Agsia Pacific Petroleum (Division of WTI Enterprices Inc.)
380 Switzerland | Rogal S.A.

381 Cyprus NKT Overseas Petroleum Ltd.

382 Armenia Shtap Ognutsun Lid,

383 South Africa | Montega Trading (PTY) Ltd

384 Canada Elkford Oil Limited

385 Bulgaria Monso Ltd. Co

386 Romania Bulf Drilling & Qil Services SRL

387 Bulgaria Irakbul Ltd.

388 UK Arco Marine Ltd

389 UK. Westminster Oil and Gas Ltd

390 UAE Araphil Shipping & Cargo Agencies

391 South Africa | United Technical Engineering Systems (Arfica) Pty.Ltd
392 South Africa | Imex Oils (PTY) Ltd

393 Ukraine Energoimport Ltd

394 Yemen STCO

395 Malaysia Jawala Corporation SDN.BHD.

396 Belarus Belpharm

397 Singapore Nicor Speciality Oil Pte Ltd

398 Jordan Al-Nejoud Intemnational Trading

399 Jordan Grand Resources for International Trade Co.
400 Liechtenstein | Atcon Petroleum Limited

401 Qatar Qatar Oil trading Company

402 Hungary Finivestment Fejleszio Kereskedelmi Es Szolgaltato Korlatoli

Felelossegu Tarsasag
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403 Turkey SGD Insaat Taahhut Madecilik Turizm Gida Ithalat Thracas Sanayl
ve Ticaret Anonim Sirketi

404 Treland Petrel Resources Ple

405 South Africa | XDSL Trading 134 (Pty) Ltd

406 South Africa | LexOil

407 Nigeria Kampac Oil Ltd

408 Turkey TUTA Petrolculuk Anonim Sirketi

409 Jordan Middle East Petroleum Co

410 Egypt Middle East Oil Refinery

411 Syria Al-Jaraki Intl. Trading Co

412 Switzerland | Lakia Sarl

413 Switzerland | Medea Consulting SA

414 UAE Gulf Energy Ltd

415 Bulgaria Commercial

416 UAE Emiroil est.

417 Austria Nal Mining Beteiligungs Gmbh

418 UAE Team Engineering Enterprises Ltd.

419 UAR Team Marine Enterprises LLC

420 Bulgaria Cobico Ltd

421 Ukraine Tves Co. Ltd

422 UAE Petroline Fzc.

423 Malaysia Global Matrix Qil Inc.

424 Lebanon The Syrian & Lebanese Oil Company

425 Lebanon Allied Business Agency International

426 Armenia Armecable Open JSC

427 Armenia Armrusgazprom Closed JSC

428 Canada Dilimon Oil Inc.

429 Qatar MBH Trading

430 Qatar National Qil Well Maintenance Co

431 Turkey Aklar Petrol, Seyahat Insaat Sanayii Dis Tic. Ltd. Sti

432 Turkey Petropad Ic Ve Dis Ticaret Ltd. Sti

433 Lebanon Fadi Oil International S.A.L. (Offshore)

434 Cyprus Deb Industries Ltd.

435 TIAE Unifuel L.L.C.

436 Switzerland | IPLOM International SA

437 UAE Gulf Interstate Oil Company L.L.C.

438 Egypt E.A. Bashandy Establishment

439 South Africa | Omni Oil South Africa (PTY) Ltd

440 South Africa | Kigna Investment Holding (PTY) LTD

441 UK Interoil Service Limited

442 Turkey Dilvin Construction, Tourism, Petroleium Export, Import, Industry
and Commerce Limited Company

443 Turkey Muhtesem Construction Foodstuff Industry and Foreign Trade Ltd.
Co

444 Turkey Semir Construction Petroleurn Products electronics, Transporation
Imports Exports Industry and Foreign Trade Company

445 Bulgaria Vladimir Distillers Company Ltd
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446 Bulgaria Financial Consults and Acountant ervice Fax Lid
447 Bulgaria Dilema 59 Ltd

448 UAE Bkairat General Trading Co L.L.C

449 Ttaly Ttalian Oil Society

450 Lebanon Lebanese Arabian Petroleum co s.a.r.l
451 Bulgaria Gemini 31 Ltd

452 Spain Dogmoch Group, S.L.

453 Spain Machinery General 2000 S.L

454 UAE Al Mowakaba General Trading

455 Malaysia Malaysia General EGCOM. Company SDN. BHD
456 Canada Groupe Reverentia

457 Switzerland | HIU GmbH

458 Cyprus Marbelarch Trading Ltd.

459 Cyprus trevor Trading Ltd

460 .S, A/R Qil Control Systems, Inc

461 U.s. Optimarket, Inc.

462 Malaysia Trans-Global Tradeilinks (M) Sdn. BHD.
463 Malaysia Atlantic Offshore Supplies SDN, BHD
464 UAE Alwasel & Babel General Trading LLC
465 Italy Hitraq Group Srl

466 Jordan Al-Rasheed Intemational Cooperation
467 Lebanon Fame Oil Corporation SA

468 UK Eastern Ol Services Limited

469 Oman Advanced Trading & Projects Company LLC
470 Cyprus Mednafta Trading Company LTD

471 Jordan Ma'in Establishment for Export & Import
472 Jordan Hani Jah Hasan & Partner Company

473 Switzerland | Conseil Alain Aboudaram SA

474 Ukraine Start Krok Limited

475 Yugoslavia | Iraqi International Group General Trade Co
476 Ukraine Shelton - Nafta

477 UAB Al Manhal Petroleum

478 Yugoslavia | Gromig

479 UK Anglo Saxon Qil Corporation {(UK) Ltd
480 Switzerland | Transcredit and Oil Trade S.A.

481 UAE IBA United Company

482 Switzerland | Petrair S.A.

483 Armenia Araratcerment State Closed JSC

484 Venezuela Venezuelan Trading Coi. CA

485 Oman Shanfari Group of Companies

486 Switzerland | Petrotex S.A.

487 Canada Ukraine Enterprise Corporation

488 Lebanon Planet Petroleum

489 Lebanon Alaily Qil Co., ALCOM

490 Malta J.E. Group Limited

451 Malta Powerplan Limited

492 Singapore Bakri Trading Co. {Asia) Pte. Ltd
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493 Yemen National Trading Company Ltd

494 Yemen Widyan Trading Company Ltd

495 Mauritania Magreb Oil and Mining Ltd

496 Jordan Atlas Industries Ltd

497 Jordan Jordan Grain Co. Ltd

498 Jordan International Carriers for General Trade Co.

499 Switzerland | Alux GmbH

500 UAE Guif International marine Services Co. Ltd GIMCO

501 Denmark Magnum industrial Technologies

502 Oman Global Trading & Contracting L.L.C.

503 UAE Al Safeenah Shipping, Forwarding & Land Transport & Trading Co

504 Turkey 1s Dogan Petrol Yatirimlari A.S.

508 Turkey MCM Petroleumn Products & Foreign Trade Co. Ltd

506 Philippines Eastern Petroleum Corporation

507 Jordan Mediterranean Engineering Company

508 Jordan Arab German Trade Co. Ltd

509 Lebanon Jabal Petroleum s.a.l.

510 Syria Altoun Trading Co.

511 Malaysia Syarikat Steelcon Sdn Bhd

512 Australia Peter Faris Limited

513 Cyprus Pitkin Limited

514 UAE Al Masaood Oil Industry Supplies & Services Co

515 UAE Millenium for Crude Petrolium Trading Co. L.L.C.C.

516 Turkey Kilinc Petrol Turizm Isleri Ithalat Thracat Sanayi ve Ticaret Limited
Sirketi

517 Turkey Diljin Petrolouluk Insaat Turizm Ithalat Ihracat Sanayi ve Ticaret
Limited Sirketi

518 UAE Neibal Group International

519 Ukraine Scientific Production Enterprise "MAGMA+"

520 Canada Western International Holdings Limited

521 UAE Al Dhabi Oil & Energy Technology Ltd. L.L.C

522 Denmark International Technology Trade APS

523 Lebanon Overseas Petroleum Trading

524 Ttaly Finasi Engineering SRL

525 Bulgaria 1G Consulting Ltd

526 Switzerland | Stellar Oil Ltd.

526 Lebanon Mobile Age

527 Turkey Kenanogullari Uluslararasi Nak. Teksil Ins. Pet. ve Tarim Urunleri
Ith/ Thr. Ltd. Sti

528 Turkey Sin-Er Madencilik Ithalat Thracat Sanayi ve Ticaret Limited Sirketi

529 Turkey Fay=Ta Petrolculuk Ithalat Ihracat Sanayi ve Ticaret Limited
Sirketi

530 Turkey Ciftci Madecilik Insaat Dis Ticaret ve Sanayi Limited Sirketi

531 Armenia Hytex Joint Venture Co. Ltd

532 Armenia Grand Tobacco Co. Ltd

533 Armenia Grand Sun Co. Ltd

534 Armenia Grand Candy Co. Ltd
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535 UAE First Emirates Group for Technology and Trading

536 UK Indian Resources (BVI) Limited

537 Bahamas Sargeant Trading

538 Ecuador Totisa Del Ecuador CA

539 Lebanon HMYV Engineering Co

540 Lebanon Biovet sarl

541 Jordan High technologies Group Ltd. Co

542 Jordan Gulf Tankers General Trading

543 Jordan Ruba Specialisties Establishment

544 Italy Aziendabroker SRL

545 Armenia Masis Tobacco Co. Ltd

546 Turkey Gok-Er Petrolculuk Insaat Turizm Ithalat Ithracat Sanayi ve Dis
Ticaret Limited Sirketi

347 Turkey Berfin Petrol Ticaret ve Sanayi Limited Sirketi

548 China China Wanbao Engineering Corporation

549 UAE High Oil Trading

550 Spain Explocontrol Trading Spain SL

551 Singapore Viewstar Petroleum Pte Ltd

552 Tunisia Setcar

553 Switzerland | Stilbon SA

554 Cyprus Finstone Enterprises Ltd

555 Sudan Elnefeidi Commercial Enterprises

556 Turkey Baturlar Ithalat lhracat Ic Ve Dis Ticaret iimited Sirketi

557 Turkey Zirgintas Gida Insaat Nesriyat ve Turizm Anonim Sirketi

558 Yugoslavia | Intersig d.ii.

559 Malta Montese Supplies Ltd.

560 Nigeria ZAZ Energy Limited

561 Kyrgyz Joint Stock Company KyrgyzQilGas

562 Cyprus Ringrose Enterprises Ltd

563 Morocco Atlas Energy (Morocco) inc.

564 UAE Ajman Crude Oil trading Company

565 VietNam The Oil Services Company of Vung tau (OSC)

566 South Africa | African Legend Energy

567 Cyprus Grosmini Trading Limited

568 Canada Gadji Commerce Intemational Inc.

569 Indonesia P.T. Natuna Oil Indonesia

570 South Africa | Global Aero Trading Ltd

571 Turkey Ortagdogn Insaat ve telekomunikasyon Ticaret ve Sanayi Anonim
Sirketi .

572 Turkey Kuzeybati Havacilik Petrol Turism Nakliye Ithalat Ihracat Ticaret
ve Sanayi Anonim Sirketi

573 UAE Jumairah Oil

574 UAE Desert House Co. L.L.C.

575 Cyprus Ganium Co. Ltd

576 Canada Hemisphere International Inc.

577 Oman The Hamdan Trading Group

578 UAE Advance Projects Development




113

579 UAE Sea Sand Trading

580 UAE Dhabi Trading

581 UAE Global marketing Products FZC

582 Syria Nahas Intertrade

583 Panama Nedarma Properties, Inc.

584 Switzerland | Alexoil S.A.

585 Turkey Mahmutoglu Insaat Taahhut Ithalat Thracat Sanayi ve ticaret
Limited Sirketi

586 Turkey Slaamis Finans Yatirim Pazarlama Ltd. Sti.

587 Turkey Marpet tasimacilik Turizm Insaat petrol Sigorta Aracilik Snanyi ve
Ticaret Ltd, Sti

588 Syria Ghassan Shallah Co.

589 UAE Technomantaine

590 Australia Kenmore Business Services Pty Limited

591 Canada Crude Solutions Inc.

592 Syria Riamar Shipping Co Lid

593 Italy Olympic Energy Italy SRL

594 Italy LP.S. Srl

595 Ukraine Holding Company AvtoKraZ

596 Armenia Energatsantsshin Ojs Co

597 Ukraine Zaporpzhye Regional Foreign Economic Association

598 Cyprus Langeniar High Tec Limited

599 Cyprus Padski High Tec Limited

600 Cyprus Publicus Enterprises Limited

601 Lebanon Global Trade & Investment SAL {offshore)

602 Lebanon Dametji Petrolium Company

603 Crotia Ina Industrija Nafte d.d. Zagrep

604 Bulgaria Litex Plc

605 Lebanon Cosmos Energy Sal (Offshore)

606 Cyprus Brotrav Limited

607 Malaysia Alliance Global Energy (Labuan) Limited

609 Estonia Nhbu-Terninaal QU

608 Jordan Kalaji Brothers Trading Company

610 Treland Gulf petroteum International Limited

611 Spain Taurus Petroleum Espana, S.A.

612 Bahamas Caravelle Fuels Limited

613 Bahamas Updown Middlestream International Qil Traders Ltd

614 Bahamas Richmond Resources Lid

615 Turkey Suleyman Ucar Ucarlar Imalat Ithalat Ihraccat Taahhut Tic

616 Poland Petraf Trade Sp.z.0.0

617 U.AE Tameem Shipping, L.L.C.

618 UAE Liwa Petroleum Marketing Est.

619 Sudan Abbarci Peiroleum Co. Ltd.

620 Sudan Betah International Co.

621 Egypt Arab Trade Development Company

622 Lebanon Halal Sal

623 South Africa | Leokoane Qil Industry (Pty) Ltd.
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624 Russia Ural Invest Oil Corporation (UOIL) Ltd.

625 Russia 0OJSC Kalmyk Oil and Gas Company

626 Russia State Enterprise Foreign Economic Assiciation "Tyazhpromexport”

627 Russia North-West and industrial company (Nord-West Group)

628 Jordan Jalou} Investment and Trade Co.

629 Austria Tecon Engineering GmbH

630 Armenia Lamag Ltd. Corporation

631 Ttaly Valente S.P.A.

632 Sudan Ansam for Qil Projects Co. Ltd

633 Omean Technical Trading Company L.L.C.

634 Cyprus Primacosa Enterprises Limited

635 Qarat Arabian International Petroleum Corporation

636 Turkey Map Oil Ic ve Dis Ticaret Turizm Danismanlik Temsileilik Limited
Sirketi

637 Turkey Seta Insaat Petrol ve Petrol Urunleri Nakiyat Ilac Sanayi ve Ticaret
As

638 Syria Uniconsulr Middle Easr (UME)

639 Sweden Redeemer Enterprise

638 Lebanon Gasoil Trading Co (Offshore) S.A.L.

640 Cyprus Cospi Trading Limited

641 Cyprus Lunerig Traders & Consultants Limited

642 Qatar Noor Oil and Industrial Technology Ltd.

643 Malta Petroleum Products Overseas Ltd.

644 Algeria Enitra (Energy Investment & Trading LTD)

645 Algeria c2EM (Compagnie d'Energie et d'Etudes Maritimes)

646 Cyprus Selaba Trading Limited

647 China Chase Star Limited

648 Syria SES International Corp

649 Ukraine Industrial Fuel & Energy Company

650 Venezuela Latin Trading Oil, C.A.

651 Panama Pilson Investment Inc.

652 Russia Joint-Stock company open type "Ukhta-Neft

653 Qatar Guif Union and Golden Group Trading & Contracting Co.

654 Germany 1tf Kiraftstoff GmbH

655 Syria T.Akhras Group

656 Syria Saba & Husari & Company

657 South Africa | Imvume Management (Pty) Ltd

658 Cyprus Qari Corporation Limited

659 Turkey Ozba Petrol-Kimya Sanayi ve Ticaret A.S.

660 Syria Jeedeco Oil Intemmational

661 Russia CJSC Interstate Oil Company "SoyuzNefteGaz

662 Russia Emercom Agency

663 UAE Profile Marketing LLC

664 Syria Syrian MAK for Oil

665 Cyprus Bow Resources Limited

666 Liberia West Africa Enterprise, Inc.

667 Seychelles DKD Holding Ltd. Co.
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608 Armenia Pharmatech Joint Stock Company

669 UK Coperfields Oil & Gas Limited

670 Italy Tec.Av.S1l

671 UK Petrotak Limited

672 UAE Crude Line Petroleum

673 Liechtenstein | Napex Aktiengesellschaft

674 VietNam Nghe An Petro Trading and Services Co

675 South Africa | RynGold Pty Ltd

676 Ukraine Engineering company Ecomat & Oil Gas Joint Stock Company

677 Syria Anwar Akkad Sons Co.

678 UAE Al Safwa International Trading L.L.C.

679 Turkey Bahadiri Kimya Gida Tarim PetrolUrunleri Turizm Seyahat
Otomotiv, Tekstil Urunleri Mobilya Nakliye Konfeksiyon Elektrikli
ve Elektriksiz Ev Aletler Tnsaat Teriztik Ithalat Thracat Sanayi
Ticaret Limited Sirketi

680 Spain Quiberce Qil and By-Products S.L.

681 Lebanon The Arab Company for the Mediterranean and the Golf (NAFTCO"

682 Ukraine Trade House Roden

683 Yugoslavia | Evana eksport-import

684 UK Rutland Oil Limited

685 UK Midland Petroleum Limited

686 Switzerland | Energo Handels AG

687 Jordan Eagle International Industrial Supplies

688 Cyprus Singway Limited

689 Syria Mohamad Saleh Al Mallah

690 Malaysia Noble Paradigm Sdn. Bhd.

691 UK Zar Oil Limited

692 Estonia Saurix Petroleum AS

693 Cyprus Navimare Shipping and Einance Limiled REMOVED

694 Switzerland | Uniconstruct AG

693 Germany RAS International Trading & Commercial Agency GmbH

696 UAE Al Waker F.S. CO. LL.C.

697 Russia Russian Engincering Company Ltd

698 Syria Union Commercial Company

699 UAE Cihan Foodstuff Trading Co

700 Jordan Far East International Petroleum Co.

701 Jordan Al Suradi Trade Establishment

702 Jordan Trust for Agencies

703 Russia CJSC Trans Nafta

704 Syria Technical Commercial Company

705 Switzerland | Gatoil

706 Germarny INAB Industrie-Anlagenbau GmbH

707 Oman Al-Nahda Al-Omaniah

708 Jordan Al-Qemmah Letejaret Al-Ma'ddat Al-Petroleya Co. Ltd

709 Jordan Al-Manafa International irade Establishment

710 Bulgaria Machinoexport PLC.

711 Canada Maonteva Holdings Inc.
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712 Treland Intercontinental Petroleum Teoranta

713 Switzerland | PLC DS SA

714 Cyprus Betoil (Cyprus) Limited

715 Russia 0il Company Siberia Limited

716 Lebanon Nourco S.ARL.

717 Oman Global Mineral Trading L.L.C.

718 Armenia Southfield Ltd.

719 South Africa | Redak Trading Company (Pty) Ltd.

720

721

722 UAE Global Millenium Oil Products (FZC)

723 South Africa | i-Mbasa Oil (Pty) Ltd

724 Jordan Ibn Sina International Trading

725 Cyprus Linefine Trading Limited

726 Canada Canadian Imperial Venture Corp

727 Myanmar The Myanma Timber Enterprise

728 Lebanon Tripoli Company for the Distribution of oils and oi! products in
Lebanon S.A.RL

729 Switzerland | STC Swiss Trading Corporation SA

730 Switzerland | Petroswiss Ltd.

731 Switzerland | Capital Finance & Commerce AG

732 VietNam Petro Vietham Drilling Mud Company (DMC)

733 Cyprus ATF Trading Limited

734 Cyprus D.A.T. Oil Limited

735 Thailand PTT Public Co. Ltd.

736 Armenia Transoil Joint Stock Company

737 Cyprus Continental Oi} Limited

738 Ukraine Ukrainian-Russian trade and energy company "UKRRUSTEC"

739 Switzerland | SAGA Conirast Financial Services SA

740 Turkey Yeni Habur Ins. Nak. Tur. San. ve Dis Tic. Let. Sti

741 Turkey Ram Dis Ticaret A.S.

742 Cyprus Al Salam Refining & Marketing Limited

743 UK Maximum Market Access (UK) Limited

744 UAE GAZTEC

745 UAE EJAC

746 UAE AIDCO

747 UAE Bin Omeir Holding Group

748 Ttaly Zenit SRL

749 Ttaly Porto Salvo SRL

750 Italy Saroil SRL

751 Italy Aree Servizio Serramendola SRL

752 Ukraine State Company “State depot of material and technical support”

754 Spain Nidiw Crud-Oil S.L.

755 VietNam Vietnam Northern Food Corporation (VINAFOOD 1)

756 Malaysia Gardenia Far-East Sdn.Bhd

757 Canada Crimeare, Inc.

758 Qatar Qatar Petroleum Company
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759 Jordan JTina National Import & Export Co.

760 Jordan Mayyada Establishment for Intemational Trade
761 Jordan Antemina International L.1.C.

762 Armenia Noyak-Nem Ltd.

763 UAE North Emirates Petroleum Enterprises, L.L.C.
764 Syria Al Jallad Trading Establishment

767 Qatar Crescent Technical Services

768 Sweden Thess & Co Trading AB

769 UK Seagas International Limited

770 Qatar Q-Tec Group Limited

771 Malawi Petrolink

712 UAE Atlas Company for Petroleum Derivatives Ltd.
773 Tunisia Omega Intemational de Commerce

774 Ukraine Ukrainian Oil Group International Ltd

775 Ukraine Al Vaha Ltd

776 Jordan E!l-Shafak International Corporation Ltd.

777 Oman Al Mutamizah Trading & Contracts

778 Sudan Oil Plus Company Ltd.

779 Switzerland | BC Invest SA

780 Spain Corporacion Tecnologica de Hidrocarburos, S.L.
781 Australia Hatchinistn I/0 Ltd

782 Turkey Baher Dis Ticaret Ltd. Sti./International Co. Ltd
783 Turkey Cihan Int. Trade Dis Tic. Ltd.

784 UAE Baniyas Petroleum Trading LLC

786 Australia Cullen Bay Nominess-RhLid-REMOVED
787 Syna Ahmad Ajam Trade

788 Syria Hamsho Trading Establishment

789 Syria Omer Al Tajer Trade

790 Syria Soukar Trade, Industry, Investment

791 Russia Impex Oil LLC

792 Russia Timet R. Ltd

793 Bahrain Ali Almussalam Qil Trading Est. W.L.L.

794 UAE Red Sea Petroleum Consultants

795 Canada Top Canada for Export and Import Enterprises Ltd.
796 Canada Blue Pacific Petroleum Company

797 Australia Amber Bay Pty Ltd.

798 Qatar Al Jazeera Oil Field Company Ltd

799 Syria The International Company for Oil

800 Syria Nowair for Trading

801 Syria Roukby for Trading

802 Bahrain Enki International

803 Belgium Eres N.V.

804 Sudan Petroleum Products Co. Ltd

805 Saudi Arabia | Asees Technology Resources Ltd.

806 UAE Gulfree Global Development FZCO

807 Syria Asco Oil Services Company

808 Sweden Jibeco 1984 AB UNAT Powersource AB
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809 Syria Mazen Al-Tajer Company

810 Syria Mohamed Soukkar Company

811 Germany Deutsche BP AG

812 Jordan Manabi’e International Trading Establishment
813 Jordan Alfa Beta Management & Investment

814 UAE Sea Rocks Shipping 11C

815 Russia JSC FTC Neftegazexport

816 Turkey Turkish Petroleum International Company Limited Office
817 Switzerland | Deltoil S.A.

818 Ttaly Elettrotania SRL

819 Italy Chematek SPA

820 Sudan Jeena International Co.

821 Ukraine Anabella Ltd

822 Ukraine SAM Marketing Inc. LTd

823 Ukraine Turbonafta Ltd.

824 UAE UAQ Crude Oil Trading Est.

826 Syria Mhd. Mammoud Sbei Industry and Trade
827 Syria Abd Allah Altnji - General Trade

828 UAE S.8 K. Petroleurn Products (FZC)

829 Qimeksim Co. Ltd

830Q Tunisia Mayodor Trading International

831 Philippines | Grupo Filipino Producers, Inc.

332 Nigeria Messrs Najib Group of Companies

833 Niberia AIG Group of Companies

834 China Beijing Huaken South Petroleum Products Co. Ltd.
835 Canada Oleum Energy Corporation

836 Bahrain Peninsula Trading & Marketing Co. W.L.L.
837 Syria Karzo Company

238 Ukraine Transenergo Ltd.

839 Armenia Edessa Co. Ltd

840 Spain Repsol YPF Trading Y Transport, S.A.

841 Panama Sarandon Inc.

842 Switzerland | Nadar Oil S.A.

843

844

845 Oman Omani Euro Food Industries

846 Austria N. Savic Handels GmbH

847 Ukraine Espress-Traiding Ltd.

848 Portugal Mediterranean Oil Supply and Trading Lda.
849 Jordan Arab Traders, Inc.

850 UK Bluestone Resources, Inc.

851 Ukraine Zodiac

852 Iran Petro Khazar Co.

853 UAE Arabian Business Group

854 Syria Al-Shamyah for Trading & Industry

835 Lebanon Levan Overseas Developments SAL (Offshore)
856 Germany Bauer Arab Oil GmbH
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857 Syria Ghalaini for Trading & Industrial Co.

858 UAE Lucksh International Petroleum

859 UAE Umm Al Quwain Petroleum Company L.L.C.
860 UAE Saeed Al-Shamsi International Petroleum Est
861 Bahrain National Enterprises

862 Italy Nivan SRL

863 Bahrain ‘Watamu Trading Company E.C.

864 Cyprus Irrus Trade Ltd.

865 France Franco Petrochimique

866 France KSM Trade

867 Jordan Alfa Investment & Internatoinal Trading Co.
868 Syria Omran for Trading & Industry

869 Switzerland | Spol Dexx Petroleum S.A.

870 Ukraine Ukrainsky Mazut

871 UK Prax Oil Limited

872 Belarus Belneftekhim

873 Canada Frontier Engineering and Consulting Ltd.
874 Canada Rally Energy Corp.
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Ms. Ros-LEHTINEN. Thank you.

The gentleman from Iowa, Mr. Leach.

Mr. LEACH. Thank you, Madam Chair.

Perspective is always difficult to apply to any issue, particularly
to this one; and it strikes me what you have here is an issue of
a story of corruption and a story about judgment and how they
interrelate.

On the corruption side, probably the bitterest breach of trust
imaginable in the world is corruption. And when you have corrup-
tion, it is worthy of review what we did about it. And by “we,” I
don’t mean explicitly an official of the United Nations, the whole
United Nations, but the whole world community. And it strikes me
that we as a country, and many countries, more or less knowingly
winked. And that is, in the guise of what Mr. Ruggie said, we had
competing interests, and we viewed this interest as lesser than
other interests.

I think it is awfully important that we be prepared to conclude,
fairly forthrightly, that that was a profound error of the United
States, the United Kingdom, of the United Nations.

The question, because it is often used a bit derogatorily—and it
was raised today and objected to by—what do people know, when
do they know it, and then the obvious follow-on question about
what to do about it—is a very serious question, and it implies insti-
tutionally and for the community of nations.

Now, we all know corruption is endemic in many societies; we
know the United Nations to some degree is a barometer of the
world system. But whereas the United Nations has to be in place
for political compromise to take place, it should not be a place
where corruption is tolerated to any degree whatsoever. And so this
becomes very important, because there are consequences to corrup-
tion, and we have learned about some of those consequences.

The distinguished Ranking Member said we shouldn’t be sur-
prised that a dictator who kills people is also corrupt, but there is
a corruption that facilitates killing people. And so it is a matter of
enormous international and national concern.

Now, some 15 years ago, I headed a commission on the effective-
ness of the United Nations, and it was a commission that largely
concluded that the United Nations could be looked at optimistically
as a place where there could be some help moving toward world
peace; but it also concluded that there was a great deal of incom-
petence and that there ought to be an Inspector General of the
United Nations; and an Inspector General’s office with a very long
name, Office of Internal Oversight Services was subsequently cre-
ated in the early 1990s.

I am told there are some 55 assessments of this Food-for-Peace
program that developed, none of which have been made public,
which may or may not be appropriate, but I assume they are made
available to senior U.N. officials.

Were you aware of those reviews, Dr. Ruggie.

Mr. RUGGIE. Congressman Leach, I was aware of the fact that
they were conducted. As is the case in governmental agencies do-
mestically, the internal management audits typically are not for-
warded to member-states, just as inspectors general reports in the
U.S. typically aren’t forwarded to the Congress.
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Mr. LEACH. Were they read by anyone within the U.N. structure
of decision-making?

Mr. RUGGIE. I would certainly hope so and would assume so. The
Volcker panel will have access to every one of those.

Mr. LEACH. Well, my concern is that we lowered our tolerance for
corruption in order to advance certain political agenda issues, and
that that was the exact wrong circumstance for our country and for
the U.N. system itself. And this is an embarrassment to the U.N.

If you don’t have an institutional system that allows for account-
ability, you are going to lose a lot of respect. And I think it is the
system, first of all, that we should raise the most questions about,
including particularly the nation-state members and Security
Council, which had particular responsibility for this. And, frankly,
there was a reason for congressional review, and we clearly didn’t
do it, and so there is accountability here as well.

But I, for the life of me, think that this is a very serious issue
that has to be raised first in the corruption arena and then, sec-
ondly, in the national security arena; and that one of the great
questions is, can there be accountability? And then that relates to
whose laws come under review and do officials of the U.N., do they
have immunity for this sort of circumstance?

Do officials of nation-states have immunity? And will govern-
ments waive that immunity? But I hope that it is understood that
this is an incredibly serious issue and cannot be swept under the
rug because our government had a different priority at the wrong
moment in time.

Mr. RUGGIE. Congressman, may I just add 30 seconds?

I agree completely with what you said, and I hope that my testi-
mony is not misconstrued as suggesting that the United States
Government, the United Kingdom Government necessarily did any-
thing wrong in what they did. I don’t think people at the time

Mr. LEACH. I am sorry, I am going to retrieve my time because
I have very little time.

I am saying the exact opposite of this. The United States Govern-
ment did do wrong by having no sense of judgment of what
mattered. Corruption mattered, and it matters to national security
and it matters on a humanitarian basis. We have here a gentleman
representing the Kurds, who said they got no money and no sup-
port and no value from this.

This is a humanitarian circumstance for which we are account-
able, particularly because we are a member of the Security Council.
And officials of the United Nations are accountable. And this Con-
gress, for not reviewing to some degree some of the stories and ap-
plying an appropriate perspective, is accountable. We did do wrong.

Mr. RUGGIE. I am sorry. I misspoke, Congressman.

I believe if the United States, the United Kingdom, and senior
U.N. officials had known what the magnitude of the problem was,
certainly I don’t think the United States Government or the U.K.
Government or the U.N. might have made the same decisions in
the same way.

Mr. LEACH. Well

Mr. RUGGIE. It is easy in hindsight, now that we have a $4 bil-
lion figure on the table, but no one at the time——

Mr. LEACH. If the time
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Mr. BEREUTER [presiding]. Without objection, the gentleman will
have an additional minute.

Mr. LEACH. One of the unique features of United States law is
that whether corruption is $50 or $500 or $5 billion, you are ac-
countable under the law. And the United States should never, ever
be in a position of saying, if we knew it was—the corruption was
only of that magnitude, we would be concerned. I think there is
good knowledge that there was a lot of corruption, and whether the
magnitude was smaller or larger, it should have been of towering
concern.

And I am astonished with your perspective, Dr. Ruggie. I don’t
accept it.

Mr. BEREUTER. I thank the gentleman.

The Chair will recognize himself briefly for a comment and then
a question directed to at least two of the panelists, and then we
will conclude this first panel.

First of all, I apologize for having to be away from some of the
hearing for the responses, but I did hear the testimony.

Mr. Soussan, you made a point about the conflicting definitions
of what is a “state” in the United Nations. And I think that is not
just an abstract issue. I think it is very important, and you brought
up a good point. And the fact that there is no reference to democ-
racy in the U.N. Charter is not insignificant. Increasingly, I think
that the United Nations must come closer to being a community of
democracies, or there has to be a new institution set up for that
purpose.

About a year and a half ago I raised a question in a hearing here
about the escrow account managed by the Bank of Paris, and I
gave some direction to the GAO—and I hope to address this ques-
tion to the next panelist from the GAO. But I would ask particu-
larly the two ladies here who may have knowledge about this issue,
have you any information or have you had an opportunity to exam-
ine, best of all worlds, the program’s escrow account managed by
the Bank of Paris? If not, have you requested access to it, or any
other bank records that are kept by the OIP or other private banks
associated with that process?

Would either of you gentleladies have a chance to comment on
this or have anything to contribute?

Ms. PLETKA. I am going to defer mostly to Claudia. But regard-
ing BNP, part of the problem is that it was always my under-
standing that it was the only bank authorized to take letters of
credit for goods. And I gather—from hearsay, I have to confess—
that, in fact, it wasn’t the only one, that there were other banks
involved as well, but that the only way that outsiders knew about
that was because documents were found authorizing letters of cred-
it in the basements of Iraqi Government buildings.

In addition, I again hear, but don’t know whether there is any
truth to the matter that the Bank de Zona Paribas took letters of
credit for goods, took them in Euros and then translated them into
dollars and charged a conversion rate before they would do the
deal.

Now, if that is the case, that is absolutely scandalous. I don’t
know, and one of the reasons I don’t know, and the reason that
others don’t know is because their internal audit documents are
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not, in fact, necessarily at the U.N. I don’t know whether they have
been provided to the U.N. They need to be provided, and they need
to be provided to everybody so they have clear access to them.

Mr. BEREUTER. I certainly think that is the case. And I dont
know of course about the transaction fees and how much that was
or the general management fees that were charged. But I would
like to know. I think we deserve to know.

Ms. Rosett.

Ms. ROSETT. This is one of the murkiest aspects of the whole pro-
gram. And you are asking a very good question. The BNP itself is
entirely unforthcoming certainly as far as questions from outside.

From the U.N. itself, there have been accounts that are simply
confusing and basically a refusal to release, the closest I have come
in questions as simple as: What were the amounts of interest paid
on accounts that had balances of some 12 billion; is—at one point,
in great haste, a U.N. official began reading off to me in a some-
what haphazard manner over the phone last year several figures
that he thought might be interest totals for various periods. That
was it.

I have actually received different versions of the balances held in
these accounts from the U.N. with the Treasurer proper, who actu-
ally deals with these accounts.

Now, the U.N. has sole power of signature over the Iraq Oil-for-
Food Program accounts. At this point, the CPA still must ask the
U.N. to release funds from the billions still held in these accounts.
From the versions that—from what has been told to me, the CPA
and the Iraqi officials in Baghdad have still not received any state-
ment of what is in those accounts at this point.

So, again, I am just trying to outline for you the mystery here.
And all this—when I spoke with Suzanne Bishopric at the United
Nations, who handles these accounts, who is in the Treasurer’s Of-
fice, what she told me last month, in March, is that there has been
no sending of any records to anybody since the fall of Saddam Hus-
sein; it was all in the U.N. office.

The further conflicting statements I have received, and in keep-
ing with what Ms. Pletka told you, are that there are five or six
banks—I have always wondered, it would seem to me an easy num-
ber to keep track of. These are banks in a program involving bil-
lions.

If you lost track of the number of banks in which you hold con-
gressional accounts, I would also consider that a very bad thing.
And I have been told by the U.N. comptroller’s office that there
were seven or eight.

As far as actually seeing into these accounts, going one further
statement relative to the Kurds, who had the highest degree of au-
tonomy under the program, I went looking 2 years ago—and have
since then, periodically—for answers from the U.N. as to what was
happening with the missing $4 billion from the Kurdish account;
and was told simply that no one had any right to see the bank
records, including the beneficiaries, the intended beneficiaries of
the program.

So the answer again is, this is an area of great murk; and it is
very important because in those bank records are the payments,
the interest statements, the transactions, where they went. It even



124

bears on the terror question. And someone should secure those doc-
uments soon.

Thank you.

Mr. BURTON. Mr. Chairman, may I have one quick follow-up?

Mr. BEREUTER. The gentleman is recognized.

Mr. BURTON. Could Ms. Rosett tell us who said we couldn’t have
access to those records?

Ms. ROSETT. This was a statement, I believe—and this is not
something I would not wish to state as—this is not personal; I am
simply telling you the official who did speak on the record. And as
far as I am aware, she was simply doing her job as required by the
United Nations. And I would look to her boss, the U.N., Kofi
Annan, who actually runs the Secretariat for an explanation.

Suzanne Bishopric in the U.N. Treasurer’s Office, who I have—
I am happy to provide to you the whole series of quotes saying, no
one outside the U.N. has any access, no one will see these num-
bers, not the Kurds—I am paraphrasing here—not the Kurds, not
the press, not anybody.

It is important that these be seen, and the more public, I believe,
the better.

Mr. BURTON. I think that is great. And I would like to talk to
you after this and get a copy of some of that information.

Mr. BEREUTER. I thank the gentleman. I thank all of the panel-
ists.

The gentleman from Massachusetts.

Mr. DELAHUNT. I thank the gentleman, and if the Chair would
just indulge, I noted that Dr. Ruggie, I think, wanted to respond.
And if we could just give him a minute to maybe educate and in-
form us as to Ms. Rosett’s conclusion.

Mr. BEREUTER. Without objection, the gentleman from Massachu-
setts will be extended another minute, which he may pass to the
witness.

Mr. RUGGIE. Thank you, sir.

The banks were subject to external audits, routine external au-
dits. All of those audits were made available at the time to all of
the member-states, which means the United States Mission has
copies of all of those external audits. They are not a secret from
the member-states.

There is a peculiar thing about secrecy and transparency. It is
unfortunate that the U.N. works that way, and I wish it didn’t. It
is not secret when you share documentation routinely with 191
member-states, those aren’t secret anymore, but they are, in a cer-
tain sense, nonpublic. I think it is important to differentiate be-
tween those two.

But the bank was regularly audited. The external audits were
given to all member-states. I think all of the members of the 661
Committee—excuse me, including the United States and commis-
sion had them as soon as they were done.

Mr. DELAHUNT. I thank the gentleman.

Mr. BEREUTER. And “external” really means external, outside the
United Nations?

Mr. RUGGIE. There is an external audit procedure that the
United Nations regularly employs for all of its accounts.

Mr. BEREUTER. Mr. Burton.



125

Mr. BURTON. Could Ms. Rosett respond, please?

Mr. BEREUTER. Yes. Certainly.

Ms. ROSETT. Please do ask what the further details are here be-
fore us because as I have been told by the United Nations, there
was the Office of Internal Oversight, which is in the Secretariat,
reporting to the Secretariat. The external board of auditors, as it
has been described to me, and as it is in U.N. documents, was a
group consisting of three member States rotating, which is their
GAOs basically. This was chaired last year by France. It was
chaired the year before by the Philippines. It is not necessarily ob-
vious that there was—that this was independent, that there was no
political agenda involved. You should get more details before as-
suming that external was truly external and independent.

Mr. DELAHUNT. If the gentleman from Indiana would yield to me
for just a moment.

Mr. BEREUTER. I would be happy to extend.

Mr. DELAHUNT. I think this colloquy is beneficial and enlight-
ening, I think, for all of us. But I think the point, Ms. Rosett, that
Dr. Ruggie was stating was that in terms of the external audit that
the United States’ mission, our representatives, representatives of
the Executive Branch had access and presumably possesses that
external audit. Are you disagreeing with Dr. Ruggie on that point?

Ms. ROSETT. Well, what I was saying—no I am not disagreeing
with him, but what I was saying was what were they auditing,
what exactly were those audits about. There are many things you
could audit in this program, and the question wasn’t simply did the
arithmetic on what was handed out add up.

Mr. BEREUTER. Dr. Ruggie, are you aware of the fact that among
the recommendations of the external findings was that the U.N.
needed to diversify the banks involved in holding these assets?

Mr. RUGGIE. That is how more banks got into the picture.

Mr. BEREUTER. I want to thank all the panelists on behalf of the
Chairman and the Committee for the contributions that you have
made very significant. We appreciate your time and your effort and
your interest in this extremely important issue. Thank you. We
may come to you for additional information or clarification. This
panel is dismissed with appreciation. And I would like to call our
second panel, which consists of one person, I believe. And that is
Mr. Joseph Christoff. Mr. Christoff serves as Director of the Gen-
eral Accounting Office’s International Affairs and Trade team.

Prior to this position, he managed GAO reviews that focused on
the operations and programs of the Departments of Energy, Inte-
rior and Transportation. After receiving his BA in Public Policy
from Miami University of Ohio, Mr. Christoff earned his Masters
Degree in Public Administration from American University. Wel-
come Mr. Christoff. And to the extent that you call in any assist-
ance from other members of your staff, just please introduce them.
We will now pause a few seconds until you have a chance to take
the table. We would like to have a 5-minute summary of your
statement. We have written information from the Agency to us.

But your full statement will be made a part of the record. Mr.
Christoff, thank you for your patience and thank you for your role
in helping us with this issue and extend that to the people that
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have assisted you at the agency. And you may proceed with your
statement as you wish.

STATEMENT OF JOSEPH A. CHRISTOFF, DIRECTOR, INTER-
NATIONAL AFFAIRS AND TRADE, U.S. GENERAL ACCOUNT-
ING OFFICE

Mr. CHRISTOFF. Thank you for inviting GAO to this important
hearing. Last year this Committee asked GAO to monitor recon-
struction efforts in Iraq, and as part of that effort, we looked at the
operations of the U.N. Oil-for-Food Program and its transfer to the
Coalition Provisional Authority. And today, I would like to discuss
the results of our findings and offer some suggestions on how the
U.N., the CPA and the Iraqi governing council could target their
forthcoming investigations. First, let me discuss the problems with
the Oil-for-Food Program. Under U.N. sanctions, Iraq was allowed
to sell oil to purchase food and other humanitarian goods from
1997 to 2000. The U.N. controlled over $67 billion in Iraqi oil reve-
nues and issued $38 billion in letters of credit to purchase commod-
ities. And the program appears to have helped the Iraqi people by
almost doubling their food intake over the first 5 years of the pro-
gram.

However, we estimate that the former Iraqi regime acquired
about $10 billion in illegal revenues during this period. This in-
cluded $5.7 billion in oil smuggled out of Iraq and $4.4 billion in
surcharges on oil sales and illicit commissions on imported com-
modities. Oil was smuggled through Syria by pipeline across the
borders of Jordan and Turkey by truck and through the Persian
Gulf by ship. The Iraqi government also levied surcharges against
oil purchasers and commissions against suppliers of commodities.
According to Security Council members, the surcharges were up to
50 cents per barrel of oil and the commissions were 5 to 10 percent
of the commodities contract.

So how and why did these problems occur? The United Nations,
the CPA and the Iraqi governing council have begun investigations
into the Oil-for-Food Program to answer these important questions.
These investigations offer an opportunity to determine the extent
of the corruption, the adequacy of the internal controls and ways
to improve the delivery of humanitarian assistance under economic
sanctions. Let me offer some suggestions on the key areas these in-
quiries should target.

First, how did the structure of the Oil-for-Food Program enable
the Iraqi government to obtain illicit surcharges and commissions?
The Oil-for-Food Program gave the Iraqi government the authority
to negotiate contracts directly with companies that purchased oil or
supplied commodities. The MOU between the U.N. and the govern-
ment recognized the sovereignty of Iraq in negotiating oil and com-
modity contracts. However, when the program was first proposed
in 1991, the Secretary General included alternative procedures for
contract negotiation. These alternatives would have allowed the
U.N. or an independent agent to negotiate the contracts. Iraq’s con-
trol over contract negotiations was an important factor in allowing
the government to levy illegal surcharges and commissions.

Second, what role did U.N. member nations play in enforcing
compliance with U.N. sanctions against Iraq? Security Council res-
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olutions required all member States to enforce the sanctions im-
posed on Iraq. However, Jordan maintained trade protocols with
Iraq that allowed it to purchase heavily discounted Iraqi oil in ex-
change for up to $300 million in Jordanian goods. Syria received
up to 200,000 barrels of Iraqi oil per day in violation of the sanc-
tions. And oil smuggling also occurred through Turkey and Iran.
What actions did the United States or the United Nations take to
deter the smuggling of Iraqi oil?

In addition, member nations were also responsible for vetting the
companies that sought approval to purchase oil or sell commodities.
It is unclear what criteria member nations used to assess the quali-
fications of these companies.

The third question: Who assessed the reasonableness of the
prices negotiated between the Iraqi government and the commod-
ities suppliers? U.N. Sanctions Committee procedures stated that
the Office of the Iraq Program was to examine each commodity con-
tract for price and value. However, OIP officials stated that no
U.N. resolution tasked them with assessing the price reasonable-
ness of the contracts. The Sanctions Committee was responsible for
approving commodity contracts. However, it primarily screened
contracts for dual-use items rather than price. Furthermore, begin-
ning in 2000, the U.N. adopted fast track approval procedures for
food, health, agriculture, sanitation, housing and water treatment
contracts. How did these fast-track procedures affect the U.N.’s
ability to assess contract price and value? Much of the information
to answer these questions is in the contracts Iraq negotiated with
the companies that bought oil or sold commodities.

Subsequent investigations should review these contracts to docu-
ment the full extent of illicit commissions and surcharges. The
analysis should identify companies that consistently overpriced
their contracts and the nations that condoned the overpricing. In
addition, a comparison of the Oil-for-Food Program in the north
and the south could provide insights on the relative effectiveness
and transparency. The Iraqi government operated the program in
southern and central Iraq while U.N. specialized agencies imple-
mented the program in the three Kurdish regions in the north. Les-
sons learned from this comparison could be used to structure future
humanitarian programs to ensure that funds are spent on intended
beneficiaries.

Mr. Chairman, this concludes my comments on the U.N.’s Oil-for-
Food Program, but I refer the Committee to my full statement,
which also discusses problems with the U.N.’s transfer of the Oil-
for-Food Program to the CPA. The statement also discusses the
challenges the Iraqi government faces in addressing the legacy of
corruption and in assuming responsibility for the food distribution
system. Thank you.

[The prepared statement of Joseph Christoff follows:]
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commissions than what they had negotisted with suppliers and pocketing
thedifférence:
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commitfes responded toillegal surcharges on oil purchases, but it is
unclear what actions it took o respond to coraraissions on commod
contracis:

haq Negotiated Directly
with Oif Parchasers and
Suppliers

i !hority (o negotiate
resulution 98
muthom;'od states to m pow pm oleum produd‘ from. sy, subject to
agh govetnment's endorsement of tz “tions: Resolution Y86 also

stated that each export of gouds woukl b
dovernment of Trag. %«.:uriz,

i TRmEnt ov
<y memnmum\ P :,,x‘uu would eon
supplicrs and conelude theappropriate contrachal arrangements. Tragi
coitirol uver conirant nEgoiiations was an Important factor in slowing Irag

to levy Megal surcharges and camn fateey

W hen Lnﬂ err(‘d Nanm i flest proposed the Oilfor Food program in 1991,
t time, the Secretaty Goneral

ions, an independent ageat, or the
wusibility to negotiate conbracts with

s, The Secretary Gonerad concluded
“tical for the United Nations or an
oil or purchase commaodities. [Te
wmmmmde‘d ﬂm& lmq: egntiate the contracrs and sel ¢t the conliwctors.
However, he statod that the: United Nations and Councd would
have to ensure that Trag's contraciing did not civ nwm fast iors sid
was ot fraudulent: The Seeurity Cownesl further proposed that TUN

Pige & GAL-DE-TI0T



136

agenis review conitaers and compliance an Teag's oil mindstry, bot-Trag
refised these termis.

OIP Was Responsiblefor
Key Oversight Aspects off
the Program

d the il for Food program from Docersher 1006 vo
Noverber2003. A% provided in Security Councid resohition 986 of 1§
anct awemorandin of snderstanding between the United Nadens aod the
Traug government, OIP was responsible for monitoring the legal sale of
Traq’s ol wnonitiring lrag's purchiase of cotunoditi o the delivery <
poods; and dccourtig for the progrant's Snarnces) The United Noations
received A pertent of Irag’s ofl expory proceeds for its administrative and
operafiorial costs; which inchuded the codt of LN, weapons nspections.

OFP adiministere

ey

Thi: sap s corimiitiee's procedures for implenienting resolution 986
stated that independéent UN. luspection agenls wers responsibils for
maonitoring rha quality and quantty of the ol shipped. The agoents were
acthorized to stop shipients if they foulid iregalarities, OIP hired a
private finfh (0 rednitor Tragh od sades ol exit pohits, However, the
manitoring eastres conlalicd weakitedses. Accordingto UN. reports
sond g staternent from the monktoring frma; the majoroffshore terneinal a
Ming al-Bokar ddnol have waneter formaisare thia ol pavaped-hor could
emshaore storage capucily be measured. Therefore, the UN. monitors could
not confivn the volume of oil Toaded onto vessels. Also, in 2001, the wil
fanker Bssin fook.a lrge quantity of vhanthorized ol from the platform
whery the mocilons were off duty. In December 2001, the Security Council
called upon OIF & avprove the monitoving 2 she offshore terminal,

OHP zlse was responsible for mordroring Traq’s purchase of comraodities
and the delivéry of goods: Becutity Councibresolition 986, pa t
Ba(u)y requived 1 o subitdit wplan, aporaved by the Se 7 General
lo-ensure equimble distribudon of ba's commodity purchases. The initial
distribution plans focused on food and risdicines while subsequent olans
were expansive and covered Hrecomamin and sociil sectors, including
sleciricity, oil, and télecomianiications.

The saiiction coruiitiee’s procedores for implemeniin;
resolulion 986 staled that experts in the UN. Sercetariat wore to oxearine
$rproposed Iragl commodity conn iarthe details of price
1 valie, and to determine whether

1g1he price reasonaoleness of the
Fenlely onthe basis of price.
in & nunber of instances, they
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aanctions commitiee that eommodity
did not cire prick S & YeRson wy ple

reported to the o
20

bt the comumitios
contiacts.

Recormifg
at independent ¥

lemanting res o DR
it 2 confirm i abof
supphos in ey OIP deployed aboul 78 TN contract monilors o verify
shipments arid authenticate the supplies foe pavmient, OIF ewmployees were
able to visudly inspect 710 10 pord of the spproved deliveries.

Audits Identitied Some
Operational Concorps but
No Fraud

Securily Counctf resolution 436 atso requested the Secretary General io
esmablish an escrow accovunt for the Oil for Pood Program and to appoint
independentand certifted public sccouwntanits to audit the account. The
Seerciaiy Generalesiahlished an escrow necouns at BNE Paribas for the
deposit of Tragl olbrévenues and the issue-0f letters of craditto suppliers
with approved conbracts. The TN, Boawd of Audit, a body of external
puabhe antitors; audited the accoing. The external avdits focused on
maniagement issues retated €6 the Ol tor Food program and the financial
conudition of the Iiug dccount, UN, audisors generally conviaderd thak s
Trag account was fairly préserited fu LN frnancial
standards. The staved thad OIF was gene iV i
external audih recomiiendations. The extemmal andits defermined thig off
prices were raostly in dccordanee with the falr rearket valoe of oil
product Lo beshipped and checked to confinn thatpricing was properly
and cofisistonily apphied. Thev alse detennined that hrmanitarian and
eszential services supplies aped with o1t fiunds geverally et centract
fers with soie exeepfions: UL extaimal sudit reports coptained no
Tindings of fraud diring the program.

&

The ULN, Office of [iberns) Oviasight Services {08} condurted intérnal
tits of the Of)-for Food prograra and veported the results to OlF's
executive ditector. OIOS officials stated that they have completed b5
auchis and huve 4 ongoig audits of the O for Food progran. Overall,
OH0OS reporced that e sailsfadtory progress in implamenting
most of jts récommendations. However, because we do rot have audit
chority ab the Uailed Nations, we ' do not have accessito individual OIOS
ivreports. However, we were able toobtain 7 very brief suramaries of
aivigthe O for Food prograa fuin July 1, 1896, theough
3 20003, These sunumaries identify & variety. of pperational toncerns
involving procurenment; infiated pricing and invony
coordinaiion, mondtoning, and vvessight. Inone-vase, GIOS cited purchase
prices Tor winter ftentis for displaced persons innotthe: ¢y that wers o
average 61 percent higher fuan toral vendor quotes obtzined by CIOS. In

ir
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rother case, s CIOS review found thial there was only limdsed
coordination of program planiing anddrsniticient review and independent
srient of project implerrentation activities.

The Sanctions Cormmiltee
Had a Key Role in
Fuforcing Sanctions and
Approving Contracis

yeleraents of the Of
3 itoring fmpierent ¥ the sancrions, (2)
otracts tpravent the purchmse of o Ad have
radiitary uses, dnd (3 approving rag'soitand commodity contraces.

VN Securiiy Council resclution:681 of 1930 directed all states to prevent
Trasy from exgrorling il products; including pelrotetay; ingo their
territories. agraphif of resolution 661 esiablishes a sanctions
commpiitiee (o réport io the Securily Councibonstades” corapliande with the
sanciions and to recommend actions regarding effective implementation.
s Jurie 1996, the Magiiine Initercepbion Foser, g eyl fore

States and Great Britain, infr

Siseh 0wt of Tra

A primary function of the membiorsof thie sanchions cotamitse
review dlapprove contracts for fzeras that could be used f
purposes, The Tnied Sta cuducted the most th
60 U8, government technical o‘mm& ait‘o»f" 1
determine ifs potential military s
d v, the Ung G

w5 shout
dract o
fdma 1o UN. sttﬂum
: sle-for aboit G0 lae
holds placedion g o he wq\ xr’e\i tof ='of April 2002, about 3.1
billion worth of goods were being held fur 81 et G Jrag. According Lo
OFF, rio contracts were held solely onthe besis of price.

Urider Security. Covneil resolution 986 of 1995 and Secuvity Coureil
procedirds, he sarelions conntfies was responsible fr T appreving Irags
il conmacs, particidary tocensuce that the contract e was fain sod for
approving Tray's dommaodiny comtraets: The T NS oil oversecrs reported in

Noverber 2000.that the ¢il prices proposed by fraq appearsd low and did
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nod; veflect the fair mar Ketvalue. ” According 1o a seniecOIP nificial, the
indepdrcdoit oil overseers. aso veported i December 2000 that purchasers
of Trugi-onk had heen asked o pay surcharges. In Mare 0L, the Unidted
Stares infoomed the sanctions ¢commitiee about allegations that Irag
government officials were receiving itlegal siucharges or oif contracts and
ilHelt Somnmissions on commodiby contracts. The satctions conumities
touk action on the allegitions of surcharges 1n 2001 by iniplermentin
refepactive pricing for eibcoatrasts.”

However, i s unelenr what sctions the sanetiony comtaltiee took to
vespond o el commissinns on commodity contracts. Due to increasing
bout the humanitarian situation in frag and pressiwe to expedite

W PrGCE he Seciirity Council passed vesolution 1284
December 1999 to ivect the Sanciions camiibivs loaceelerais the review
process. Under fasttraclkc procedives, the s

sLong comnitiee atlowed
OIF to approve contracts for foody medived supplies, and agricultarsm}
cudpinent (heginming in Mareh 2! i

00}, water treamment and sanitation
(Augnst 20007, housing (February 20013, snd electricity supplics (May
20017
20017

Challenges Facing the
CPA and Intertm Iragh
Government in
Administering Ol for
Food Contracts

In November 2008, (he Uniled Nations transferred. 1o the CPA
resporisibilily for 30580 Ol for Food contracts totaling about $6.2 billion;
e Ter; 1 2100 conlracts were not continued for 2 variety of reasons.
LN agencies had venegotiated rrost of the contracts wansferred to the
CPA with the suppdiers 1o vemove THcit charges and amend delivery and
locationerms, Alackof coordinationand comumanication about vomiract
documentation and nsdequate sralling affected the transior process and
1w CPAs OHfor Food coordinalion center o
continued without disruption. Evolving
impldimoentation decisions on the food distribution system,
conediridtion, and the security sttastion atfected the execntion of food
contracts. The food distbition system teila dependency on food
subwsidies that disvupted private food markeds. The goverrmenr will have

Y

The sinctions commitioe veveived, reporis from the indeparident oil-experts appointed by
the rotory Genérad o deterniine whethar thare was frausd or diec o gt the o

Cridier retyono
L et

per barrel untd e
s with suspiiecs
s ellovied a fair wrarked

vy The Thag govesnmens sigrind ¢
would have to giay dnritdelivery.
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5 duis

9 s\lﬂh 28 mpm Atmu m»pec,ors gf‘“eml w 5t‘f'€ngﬂlf 31
sccouniabiity nicasures o rasps mdnisties.

Program Transferred to the
wmber 2003

CPAInN

NOVEe

According to OIP, 1 franst artds about $6.
panding cominodity shipty

the 'Lransfcr

d 3,058 contracts we
ts to'the CPA on Nov
i xunugutiuu:d ihe conl

2 billion in

I‘WVMPu b) Uw CE-‘A axul lmm 'n Tie zam;ia (Icl,li (3
~ationa: These fecs wore oither calmlcttcd hey.lr‘m‘ly or Wore p
the snit priee of the ghods: At'the time of the transfer, all but 251 contracts
& wotiatod will the suppliers. The Delense Conmact
isrenegotiating the remaining contyacts for the €A
al fees averaging 10p
egﬂﬁﬁfmg comm s and the amount
s frovethe CPA IR Raghdad andthe
negotiated the contracts.

that negotiated the contracts.” Fx ar emmple,

ris, worth aimost
25 associated

o Uhi review ditnor récomimend continuing 762 contrs
$1.2 hillion, becanse it determined that the commod
eded.

withrthe contracts were no fonger 1

+ Ancrher 728 coritracts, wortivabiodt STE0 nillion, had Yoeen classified ds
mL WELE 1L LuAu.muLd i el TRESOTS. Ahout

CONCert u,d ahom the adequa( of: L;écuulyv& thin {mg or o
reach agreerient onpri i
18-; eonbracks wiste Pﬂﬂ“ﬂd(‘l‘i‘d ﬂ:.

O7F, nerther the Ung
s. Thes future of these ¢

Tage §1 GAG-BL-T




141

e gt ar
wapheted

TnAaLEeT



142

& prior to fHe fransfer date of November
(403, According to asestior OIP officinl, OTF and 1N agencies
continied to provide relevinil mluriation on revised contract
amendments and letters of credit within 2 woel
Tiiis official staied tha

nd mome
. QI staved that,
arified for the CPAthe locations of the

for-Tosi disks, OTP furthey niotéd that
ember 21, 2003,
Aceording o asendor OIF official; the CIA sent ouie Junior stafl to be

ar4 days, By managiig a very large and complex database.
noted that 3 database o

anseveral o¢
risplaced dis

wsions, it
s and tssued dupl

significantly hamper gperations.

In Novembor 2003, the CRA estiblished acoordination center i Bughatad
to-overses the receipt and delivery of Oil for Food conimodities. The LA
Autiwrizedt4% coalition postiions, to be assisted by Tragis from various
munistiies: However; aocording 1
had insufficieh | {rmanage the pro
raid-Decémbier 20003, the Sefter had §
whose tonrs ended i January 2004, U5 and WEP stficials stated that thie
sraff udaigned w4t the tinie of the ransfe ite erience in T
andmonitoring the inport and disvribution of goods: A former €
stated that the Ol for Foal program had béen thenst upon au already
overburdened and undersiaifed CPA. A Novetither 2003 WFP report placed
pars of the blame in food shortfalls duriig the Mol 2003 on QIP delays in
releasing gaidelines for thie contract priovitization ard renegotiation
proicess; OIP stated Uit this waz due 1othe aekof complete information
from the CPAon how eliveries were 1o be anthenticated. A September
2008 UL report alsu nowed st the transfer process in the northern
governates was slowing dowit dae {o dan nsullicient numiher of CPA
conaterparts to work with VN staff on reansition issues.

cincluding 18 staly

The cen
wotaled 57. 1

mproved in Mageh 2004 when its eoalition stalf
04, the cocrdination reénterhad 16 coalition staff. Up
conreintly working on Off for Food comracts.

e caordinalion Lenter's sevel riinistry ndvisors have began
wking with staff at thejr respective mit ©5 a5 U
mrdent. Hov
ination eenter official, as of April- 26, 2
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Changing Policy and
Implementation Decisions,
Coordingtion; and Security
Affectthe Managenient of
Food Contracts

Aceording to U8 officials and docwments; CP s falled plans to privaiise
ihe food diste w-zrd delayed negotiations with WFE Lo
adroinisterth iteddn diminished stocks of food conimodities
and localized shoctuges, I addition, probiems in transporiation and
cammunications and gereral confusion afrer major conibal operations
delaycd contravts that had heen prioritized.

Belore the rranslorof the Oft for Food progratn, the UPA adminis! riior
proposed Lo eliminate g oibdistribntion systeny and (o provide
former vecipients with cush paymicnts: He assered that the system was
expensive and depressed the agricultural & nlt; the Ministey
ries of food T Decomber
CPA adminislyaior
reversed hiis ton to reformethe food ration systendand tafl the
dectsion o a provisional rud FOVErTIAeN,

of Trade began drawing down existing fnvent
, 85 ThE sColrily snviverinent woisened, t

of undorstanding (MO}
WHE o procuging a 3-
FLy 2004, and

ents to hul warshouses

In-Tamuary 2004, CPA nego 2 g o
with WEP and the Ministoy of Trade thal Hile
wonsdy $900:-million.emergency food stock by )
susnding the delively of rema ;
i Irag through-June elays in signing the MOU were dué 1o
disagreements abaut s procurement of emergeiicy food stocks, corirint
delivery torms, and the terms of WFP's involvemernii: Mo additional foad
curid during. the negatiations, sid food stocks. dininishsd and

i ed shoitages aceirred i Pebruary and March 2004, The CPA aid
WET addressed these proilams with emergency procuremerts frora

nsarby countrias.

An April WED report projected a conlinted supply of Tond items through
May 2004 cxvept for 2 12-percerit shortage in milk, Oy 55.percent of
requiredl ddmestic, whiit has been procured for-Jaly 2004 and no damesde
wheat has Heert progu or Augist, In accordante with the MO

WEFP
completed dis procuremient of emergency food stocks by March 81, 2004

Tho Mindstry of Trade assmmed regponsibility for food proewrement on
Apiril 1,

iated in carly Mareh 2004 that coordination betworn WRP
: Ministry of Trade had been detoriorating,. The Mitistéy fad not
ed WEF witliconiplate and Himely informmatioh on morthly food
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fon plans, woekly stock reports; of information on Cargoe arrivals, as
thie MOU required  WFP staft reported that the Mintstry's data were
subject 1o sudidin, bivge; and unexplained st

niaking it Afiéut o plad deliveries: Howover,
noted in: April 2004 that coordination besweert WEP and the Mitkstoy was

iinproving:

The sectirity envirousent iy Traff also affocted planhing for the tanster
aid thie movensent of Ot for Food gonds irithe fall of 2002, The transfer
octurred duringa period of detérioraiing Securily. con =
. frag: A Septénber 2000 TN, report foimd thit the evacts

edthe dmetshle and procedures for the transter of
e Cit{or Food progran to she CPAandcontiitinted todelays in
priovitizing and renégotiating
Amurian and-otfer regional cffices dridcontinued 1o rmanagt the Of lor
Faodpragran from those locations. The August bombing of the TN,
ifice also tesulted Inthe teimporary suspénsion of the border

2004 CPA riport alsi noted that stability of the food
supply would be affected i seciwity eninditions worsened: Accordt
coordination cénter official in Bughidat, the wossening secin
durin vl 2004 has affected the Toodsupply due 1y 1) the withdvawal of
iig amajor Arab nsurance company, which.is making it miore

détvers willing to dive in g and (3) continning

closures and genetally highérisk conditivns

shifting rotte

After the CPA transfers responsibility fur the foud distribittion svatem to
whe Tragi provisional govcrnment in'July 2004, the government will Tuve o
devids whether to continue, refivm, or elimingie the currend syster,
Documents:trom the Ministries oFF and Planning indicate that the
anntalcost of maintaiing the Svsteny Tagheies 85 hillion, or about 25
cent of total govermnent expendires. Tn 2008 wnid 2008, expendiines
Tor oot will he alost 25 rauch s all expendituves for capiial projecis.
According o a Bepteinber 2003 jolnt UN- and World Bank reeds

=t of Tra,” the food subgidy. siven ot as o maonthly rafion Lo the
entire bopulation, staved off tagss starviation during the time of the

2o, Water Resowroes,
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e tn proditce cropsi

i may find ® 1

¢ ssment that frag could us
onsort food security programs and betrertarges food items to
sin noed:

thiose ot

Addressing Corry

The Kistory of inadeguate oversight and alleged corruption in the Uit for
Food proges - the Tragh government's ab
fHanage the iports i far Food e
Bithons o inlermatio \:d assistanGe expe
CPA and Iragh mindstries rosy address mmlptluu in (he Ovl iu Foud
program to help ensure that the ventdining contracts ave managed with
transparent and accontitable controls: Building these internal control and
acvoantibility meases into the operations of Tragh ministies will also
ip sutogiard the $18:4 billinn in Tiscal youir 2004 TS réconstriction
funds wd $13.8 billivit pledged by-other commert

To address these Concerns and oversee government operalivisy the CPA
aduiinistrator announced the appointment of jnspectors gen
val nindstries on March 30, 2004 At h SEME

. o work with
the nspedtons general—{he Commission-on i’nb h‘(tc;,x ity and a Board
of Supreime Audit. Finally, thé Crited States will spend dbout $ 163 billion
on governance-related activities in Traq, which will ticlude building an
effective financial mansigement system in Trag's ministries.

CPA’s coordination center coifinnes 1o provi
ministiy stafl wlux wm SHHNE respos 'bility

o the job training for
o il [’m' ’"nud X mli P

relaned documents; contacting suppliers; and providing autiiority te amend
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v 2004 MOU agrecment commits WEP (o
and transport fonerions. Training is
rsin I-.umc' Tialy.

contracts, In addidon, e Jammar

Potential Issies for
Purther Investigation

estigations inta the Of for Food program. are planned or under
W iy offcially Began onApsil 31, 2004, with a Security
Coundil resolutivn supporting the inguiry’ and vh Jmmmtvm'nr of thrae
Righ-level offic seethe investigation. ddition, the UPA's

act witt  independs couiting
swess the Cil for Pood prograns internal conmols and to-assist the
CPA fits management of the pragram. The Defotise Contiact Audit
Agericy is working witheili A Ingpector General to refine the scops of
workand will afs s CPA’s eonitra for the ve

The Iragi Goveéring Uowndil alse coniracted withi an interantional
acconnting fnm 15 nvestigate the extent to which individuals and cnities
wrongfully-benefited from the (il for Food programy and identify hose
assets for very o the Tragh government.

Thess ;ﬁVPSﬁg?*lOl% ofthie Gil for Food program wm'\'ide an ﬂppﬂm)mty 0
bether quant enl-of domuption, deterrmine e adég
reeimal cnmmls and identify ways todiprove future hur
StanCo Programs con rlumpd within an’ gconninic sanctions frantavwork.
Based-onuur work, we have dentified seversl aveas that warrat further

analviis:

Size and Structare of the
Oil for Food Program

Thie seopeof the Ol tor Food firograum was exténsive, The Urited Nationy
attesuptad WG nversee 4 $67 billion program p1 omomg t rian d.lldll ad(l

uther e in 24
borders 0 Kilorietess

work ab rag’s ofl ministey o enshre ()(]nl[ﬂiym(‘,(—: Tho ‘fmaj MOU between

PN, Seeuiity Couneil Resolution 1539 {April 3004)
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the Tragi goveinment and the United Nations granted conirol of contract
negolialicns 1o g in recognition of its sovereignty.

= . How did the size and struciure:of the Cil-lor Pood progran enable the
Tragk govermunet o ebtain ilegal revenues thirough ifiicit sufcharges

afid cornissions”

Hole of Member States in
Oversight

Unider Security Courieil resolufions, il rrember sEiis were responsible
for endorcing the sanciiors:and the T s depended-on 5
wordering Trag to deter siuggly were reguired to
register with their respective perthanant > United Nations
privr Lo ditect iegotintions with the Iragl geveriiment, but it is uncleax
vkl Critert stons used 1o adsess the qualifications of their

companies.
° aniforing andenforcing the
tify nutional purchasors
Hole of' Neighboring States
Pri urkay. wias one of Trai) T

dat &

il two countiics was v
billion per yéar; and Turkey received abuut. $1 billion gact yeat by
frucking gaods to Tedg from Tarkish portg.-Jordan Has dlso been 3 top
ieading partner 00T, it was the fifthvlargest exporter to Trag-and was
the ninth lergest trportcr of Trag! commodities.

Jordarn and Trag had annval radé protocols durtng the UN: sanctions this
allowed Iraq to sell heavily disGourited Gil to Jordan in exchange oy up Lo
$300uillion inJordanian godds. The sancrions commitiee noted the
exdstence of the protocol but teok no aciion.

From:November 2000 16 M 2003, Iag experted up to 200,000 barsls
per day of oib-throughi a Syrian pipeine Biviolatior of UM saticbivus 1 s
unclear what actions the sdhctivng coritiee or the Lniled States took to
stap the ilegal cxporiing of Tradi ol to Syria.

* What actions, i dny, were taken to reduce smuggling of fragi oil? What
preciuded thesanctions committee from taking action?
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Assessing the
Reasonablenéss of
Condract Pricing

£

tariarwas to
odthat no

While sanchons commit cedures stated-that the
exantine anie valie, OIPalficials s
VN resoluion tasked thet with asses the pri slensss of the
contracts. Although the sanctions ¢orumittee wus responsible for
approving commaodity cortracts; it privarily sereened coritracts to preve
the purchases of ftenw with potential nilitary uses,

In December 1999, TN, Security Council tesolution 1284 dirermed the
sanetions cominitlee 16 accelerite approval procedures for goods i
longer subject to sanclions cotmmitiee review, mcinding food
equipinent and supplies to support the health, ag
treatment and sanitation; housing, and eléctricity acctors.

®  Whoa sed the reasonablaness of prices for o
negotiated bérween the leagi goverrnent and su
acrions were tiken? How were prices for conunodities ussessed tor
reasonablencss under fastirack proceda

ommodity coniracts

Much of the infosmation of siwchurges on oil sales and illich comissions
on-commodity cordracts 1y willy the mi 5 in Baghdad and national
purchasers and suppliers. Wi did not have 0. this-dava to verily the
various allegations of corruption associnted with ¢ iraisactions.

sequent investigations of the Oil for Food program should inclide &
fsainpling of these travisactions 1o more accurately docimnent the
exteni of corrupdon and the jdentitiés 6F companies and countries that
engaged bvillics ransuctions] This informarion would provide & basis Tor
restoring those assets to the [kagi govemment.

evalnations and aidits should also considér an anadysis of the
lessons leacned from the OR for Fhod prograr and how future
humanitacian programs of this naluré shonld be stractired to ensuve that
funds are spent on'intended beneliciaries and progects. For axsmple

fufis may wish to review the codes of conduct develoved for the GPN's
Oit for Food covrdination center and suppliers. I addition, UN.
alized ager mplemented the program in the noithern gover
while the program in eentral and southern Irag was. run by the central
goveniment in Baghidad. A‘comparison of these two approaches could
insight onthe extentio which the operations were fransparent
and the prograim delivered guids and services othe Traqi people.

v Chatrman and Membérs of the Cot
staternent: I-will'be happy v answer any guestions you niay

g my prepared
have.
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Contacts and For queslions regarding thistesiiinony, please call Joseph Chiristeff at
T {2021 5128979, Qther key conidin is stdtement were Pamela
Acknowiedgments Briggs, Mark Connielly; Ly Cothérn, Philip Merei, Tetsuo
Miyabara, Stephanse Bobinson, Jonathan Rose, Richund Seidiny Audrey
Jute Roger Stolez, and Phillip Thomas. Lyvie Clark, Jeanstre Bsbinola,
Jusié M. Pafia T and Eve Welshe o provided techuiical support.
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Appendix I: Timeline of Major Events Related
to Sanctions Against Iraq and the
Administration of the Oil for Food Program

Datg

Eveni/&ction o _ Sommary

Asg. 7, 1980

led Kuwait. THestiiition 860 condernnad the inva
late w awal fram Kuwait.

LN Securty Cour iragiforeos b
§ tion GG demnds i

Aug. 8, 1240

LM Qeuuﬁ“\’ Souncit

i1 eeonomic sanctions against the Republic of iraq.

3 crprevent all commodity imparts from ray and expor
v vnh ihs exception of supplies intended atristly for ritedlical pumases and, in
aumanitarian circuihstances, foodstuffs,

Aug. 8. 1260

ands of 118, forces to Saudi

of i

Cperation Desert Shiekd Prasident Bush: ordered the depioy
a.

Nov. 5, 1880

& import of products from g into e

U8, lagistation o Law 101-513, §388C, prohibitec

United States 2nd exportof U.S. prod:

BELE

LS. fegistation T frag War Powars Resolution duthon:
meand"to compel Irag towithdraw military for

Gparation Desert Storm Cperation Dessrt Storm was laiinched: Coalition f*pucmo wzs targeted to
foice Jras to withdraw from Suwait,

Gt War se-fire N, Secwrity-Council. resclutions.

irag anno‘.nc&d acceplanca.of &l relevant UN

ULl Seeurity: Changit
Resalution 687

nty. of Kuwait. and caclare and
crix thin 150 kilomaters as well as

{Ceaza-Firs Resolution) 5 fities.
Creation of LN, Sinecin! M ial Cor iS chargnd:with monitoring
Cornmisgion dmarrmmsm as mancdated | vvJ N e okr ns-and 1o i

Atomic Energy° Agency in'fiuciear mgnioring etioits

Aug. 15, 1981

.M, SecurltyCoufici! Praposad the sreation of an Ci o o
Resclutien 706 HOE0UNT 10 b -Btablishéd by the Secrelary Generdl. 1raq rejected the tarme of
His resafution.

Sep. 19, 1291

an O fur Feod orogram. lrag d-the terms of

1N, Securty Council Second.attamnpt o5
Fledolution 712 d solution,

Oct. 2, 1992

‘money producad by any frag: Gif unsaction onor after
had been deposited into tha Ssorow aicount, 1 the
ficernied as long as the ol exports ook placs or untl

LM, Ses 1y Cotncl Au‘hr‘r:/n
Plasolition 778

Apr. 14, 1945

Souncil
968

rag to 56l $§ Bidon worth of of avery ¥
BTOBUTS fncos{.‘fm,

Mar, 27, 1938

May

< liowing rag's export of off to pay for
fiak supplies.

Jun. 17, 1886

Linited States Basei on mh*ﬂﬁum
COMIRTC
through

vided by the fu
aied GoncaTs abc:u al!e ¥
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Date
ok, 9, 1995

Even/Action

Summary )

LN Seou
Carrimit

y Councll Sanctivns

Comimitiee mam

suggiing alegal
vessels involverd.

Pravided brisfing on
cammities;

edragl G smuggling allegations W the

Deg. 8, 1998

Rer & Unitad

Nationg

uf iran Permansni

Aeknowledged that some vassels o gal goods and-eilto and from lrag

hab beern.usiy tne atian g and ierdtonial walers without authorization and
Et lranian r‘U!hO‘ 3 iscated-foied docurents and mandests

Rc\o CRatve agread 10 provide the resuirs of the investigations to the

sanciivns cominiliee once they worg b

Dag, 10, 1968

ragand the U*mpd Maticre

J\Jﬂ. lJ.Jl

(LRSS Ho(‘mfy (‘mmv‘ ¥

iitain arid
Waiiben Feland 1 e Unitad
Nations

Phasge 1 of the Ol for Food pragram began

Extended tha term of resolition 936 ahather 180 days {phase 11}

Authorized special provisior o allow lrag to sell petroleumn in a more favoradle
tima frame

Brough:i the issue wf{rdal &mugglmg petroleurn pmcv‘vc s through drani
sivitoral watsrs 1o-the aitention of the UN. Ssounly Coindli sanctions
commities.

Now. 18, 1867

Coordinator of the Multinational

nteriep WIF

Reportec to e UN-Secuiity- Council sanclions comiitles
1097 thets had béen:2 dramnticAoreass n'the rnumbar o
TO: l(aq insida ranian iermitonisl watars.

Dsc. 4, 1097

Feb, 20: 1898

Mar. 26, 1698

Jun, 19,1968

UN. Secuiity Council
Fesoution 1158

Parmitted Irag to sxpoft additiona ol in the 8tdays from March 5, 1980, fo

compertsats ?:)rue)ayed resumptior: of oil praduction and reducad uif price,

UM Sscurity Coungil
Resciution 1175

Authorized iTag to buy $300- million wWorth of oil spare parts o reach the export
caifing.of aboul $5.3 billion.

Bug. 14, 1508

U.B: e o

aw 106235 o joint regolution finding trag in unacosptable and material
s interndtional obifigations.

Ot 31, 1086

isiabivon: faq Libsration Aot

PublicLaw 105-G38; §4, aut‘w
demodriti; appasition vrguniza

ret! the pms,dpnt o provide assistance to lragi
NS,

Ot 31, 1808

aticn of U4 3
{0 UNoVOM Auwnv

wag announeced it wouid termingts allto s of wleraction with UNSCOM and
that it woule halt-ail UNSCOM getvity insice irag.

Now, 24, 1698

LN Becurity Councll
Rasolitior 1 31!’

November 26 atthe
wsoition inchided additional

Renewed the Oil forFood pro(}ram ForGlmonik bel,"
higiter lavals esfabh. shed. by resciviion 1153, Tha
Gif spare pww Hase V).

Diec. 16, 1898

Oneration Dasart Fox

Foliowing rat's secunent blocking of LN weapony inspectors, Prasidert
Ciinton nronred 4 days of 2 strikes Egainst mittiary and Secudly tarmeisinlikg
hit chonlribute fora’s abilfty 1o produde . stim, SN AN v po 18 08 Mass
destiction and potential delivery systerns.
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“Date EventiAction

Nov, 25,2002 LN Senerity Cownsl!
Resclution 1443

Dec. 4,2002  U.N. Sscunity Souncl

Readtution 1447

UL Secuiity Council

Festlution 1454

Cetir

U.N. Sec: ity Courncil Sanctions

Chalrman raported ona nuinba

Siarﬁmaw
Extonded phase Xil of Ihe O for Food

another 9 days.

g(
Ranewed the O for Food pragram anoiher 160 days untl Jone 2, 2000 (phase
Xitl).

Appraved chariges 1o the listof goods sut:,‘ém te review and the sanctions
comerities.

q rictions violatione ricted by letters
from Februany lo:Movember 2002,
Libera-Jordan, Belanes, Swigerk:

o several eountdes 2ol the me
Allisgod ficidant b Syriar, I
zabannn, Ukreirie, s 3 Lnttad

War, 10. 2003 - Cgeration iradi Froedpm

2003 UM Secuty Courcil
Rasolution 1472

Apr. 16,2003 UE. legisiation

) Adjustod e

" Extended prea

wanchad, Coaition operation led by the United
iniray

wihnrity for
sivtracimd By (e
an.nzeds of fts peaple.

o Food prograny g
¢

A48 days o iacilitale:ihe delivary
Gavernmsnt of Irag for the humanit

Public Law 1081181503, authorizad the President 1o.suspend the application
of any provision of the frag-Ranctions-Act of 1980

on ol solutien 1472 anti.dung 32003,

End-ofmajor combat cperatians and heginning of post-sar rebullding efforis

IRV Securil’y Cotreii
Resolution 1483

G4 U, Se:réta\,
4 11N S
Rasalut

TR

Lrity Council

Lifted eivilian. sanctions on:dvag and provided for the aid of the O for Food
frnigram within & months, tranafefring responsibility for the administration of any
rfarnainingy program set o the Goalition Provisional Authority {OPA}

Transferrad atimitistration of the Qikfsr Food program to the CRA

ARusponded fo alfegations of foud by UN als: fiiat were inveiead inthe.

ration of thi O for Food progeam.

Proposed that o spasial imsestigation-bo conduciod by an independent panat.

pointment of the ngdpendant nigh-evel inquiry anc cafled
afi manberatates th cioperate fully with the inguiry.

Suppor €
1ipnn e GPA, e
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Appendix II: Scope and Methodology

We lsed the following methodology to estimate the former Frac
regime’s illicit revenues from-oil stouggling, surehargos on oil) aid
commissions front commodity ¢ontracts from 1997 through 2

] ’E‘u v%iirm.‘e the amount of‘ oi) rhe Teagi regime smuggled; we used
{ of Tragi ol
D od‘xcﬂon and: _ulv t‘actk dunder thie Ol for Food prog
dormcstic consuinption. The rentaining ml was § nm,Lhui lhli\h
s % dea“, BN

Mididle Laa{ Eeonvmic Stivve
DPetraleuim Flnanee,

o We used the price of oil sold to est
oil. We discounted the price by D patcen: for-fhie dLuvmu i quink
We discounted this price iy 67.p ‘r'em for seggling Lo Jorgan and by

percant forsmuggling throagh T , the Persian Gulf; and Syria.

According tooil iﬂélebiJ_} experts, thisis representative of the prices

P o simuggled ofl

sl From strcharg
ibsold under the Oil for Pood progran from
97 hv 2h'centspe According to Security
Cowiell mumbe,“." the surcharge wiried, but Iraig fried To got as raucki
a5 Bl cents per barrel. Indusisy experts also stated the surchang:
varteit.

o T estinal
sudiipdied tf

a2 Toestimate the comumnission from ¢ eotnmiodities, we nultiphied krag's

fetrerg-of credit foir coromadity purchases by B perasrinfor 1997
mmugh 1808 and 10 pereent for 1909 krough 2002 According to
Security Couiicil memtion conumission varied frora b percent to 10
Pl This pércent ulso confirmed in vews condiicted
by TES. officiads with formeer Trag regime mirmsters of o, finance; and
trafteasid with Sadasm Husseln's presidential advissirs,

GAD didnot obtaln source domments aad records fron the Tormer reginie
about its smugehing, su »and commissions, Our estimate of Hhoit
TeVenues i Lhwﬂ‘m"o novh prp(m: accounting number. Aveas of
Iy i our catimate include:

e GAL'S estitnae of the revenue from smugeted oil s less than the
estimates of DS fntelligencs agencies, We nsed estingites of Iz
production ahd domestic conswnption for cur caleilations, L
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(320268

intelligence agencies usad other methods to estinare amuggling.

& GAgestituale of revenis fromoll surchargesis based on 4 surcharge
Of 25 venis per harvel frorg 1997 throtigh 2002 Tlowever, the average
sureharge conld be lovrer, UN. Sedlrity Council meémbers and oil
indhistry spurees do notknow when the surcharge bégan or ende
thie procise amowit of the surchinrge. One oil industey expert §
that the stircharge was imposed e Beghnnitg vl the progrim bug
that che amount vared Security Cotncil sipmbers aridthe LS
Departrieny of Treasury feported that stivcharges yanged from Weents
to 50 cerits per barrel. Ad a test of teagonableness, GAD eompared the
pricepadivr ol undse the ORb for Food progein withea proxy oil pr
ot ihe period 1947 thiaugh 2002, We found that for the entire period,
teepiice ot hagt ol waseonsiderahly helow the proxy price: Oil
puirehasers would have tohay below raarket pe have o marginto

pay the surcharge.

cotmission on comrpodities could be undersiated
ulated commissicns Dascd oh the commaodity contracts for the 15
govermies veentral and southera Irag (known as th -percent.
aceunt geeot EHFfox
Food revenues). However, the lurmer Iruy tegin gotiateit the food and
gieclical contracts for the forlheru governates, and'the Defense Contract
Audin Agency found that sofe of these cootracts were poteiicdly
overpriced. The Defense Contract AulivAgency 2l nd extra fees of
bétween: 10 aned 20 péreeiil on some contricts.
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Mr. BEREUTER. Thank you very much, Mr. Christoff. We will
begin the questioning under the 5-minute rule. First recognize the
gentleman from Massachusetts, Mr. Delahunt.

Mr. DELAHUNT. Thank you, Mr. Chairman. In earlier testimony,
I think it was Ms. Rosett that listed a number of countries where
one could infer that they were not the end user of the product. The
UAE I think was one, Liechtenstein was another. And I think what
that demonstrates to me is—and I have had discussions with col-
leagues about this, not just simply the difficulty of enforcement and
compliance, but the reality is is that when we speak of these inter-
national conglomerates in terms of national companies, I think we
err. There was a report in The Wall Street Journal dated April 23.
Let me just read excerpts of it, and how do we address it is the
answer that I will be looking for, because we have a different statu-
tory scheme in terms of sanctions than other nations, and I under-
stand that, aside from the multi-lateral sanctions that were im-
posed on Iragq.

“The United States French conflict over Iraq both before and
after the war that started in early 2003 routinely has included
accusations that each side has been driven by commercial in-
terests. But for a handful of big companies, especially U.S.
ones, the argument didn’t matter much. Before the war, United
States companies used French units of French go-betweens to
sell goods to Iraq.”

That was before the war. Since the war, French firms are using
United States operations to bid for contracts in Iraq, though it is
unclear whether they will succeed. One particular company—and I
won’t mention the name, won more than $30 million worth of deals
with Mr. Hussein’s Iraq in the 1990s through this device. It is a
large American firm that is in the oil business. You know, we have
statutes that prohibit American firms from doing business with so-
called rogue nations.

I am reminded of a piece on 60 Minutes where several of them
created subsidiaries that were doing business with Iraq, Iran and
I am sure other so-called rogue nations in one of the subsidiaries
and one of these companies was headquartered in the Cayman Is-
lands. Except when the investigative reporters from 60 Minutes
went to the Cayman Islands, they found an office with a telephone.
And subsequent investigation revealed, at least according to this
report, that there was an office in Dubai.

Is Dubai part of the UAE, the United Arab Emirates? I want to
be sure about my geography. I guess the point I am trying to make
here is it is a real mess. I think what we have got to do is do a
review and learn from our mistakes, but also understand that
there are large international conglomerates that are doing business
in a way to avoid both multi-lateral sanctions as well as our domes-
tic legislation. Maybe there are loopholes that we should be ad-
dressing in our own statutory scheme. But when we talk about a
program where those who are interested in selling commodities
under this specific program, we are looking in many respects at
ourselves and our failure to address those loopholes or to insist on
strict compliance here with American companies that are doing
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business via subsidiaries abroad or doing joint ventures with other
nations. If you have a comment.

Mr. CHRISTOFF. I would add on that to maybe build on your
point, one of the findings that the Defense Contract Audit Agency
brought up was the use of middlemen and how often the use of
middlemen could increase the costs associated with the contracts;
why for example were Russians—I hate to keep using Russians,
but why were Russians buying Australian or buying Argentinean
and Canadian wheat under contract and then sell it to Iraq. So one
of DCAA’s important findings was that you have to reduce the mid-
dle men because that can result in overpricing and some potential
kickbacks as well.

Mr. BEREUTER. Thank you, Mr. Delahunt. The gentleman from
Indiana, Mr. Burton.

Mr. BURTON. When you were conducting your audit, Mr.
Christoff, did you deal with anyone over at the U.N.?

Mr. CHRISTOFF. We worked with the office of Iraqi programs.

Mr. BURTON. Were they pretty cooperative?

Mr. CHRISTOFF. Yes.

Mr. BUrTON. Did you have access to any documents that you
wanted?

Mr. CHRISTOFF. We still would like to have access to the OIOS
internal audits, to which we have yet to have access; 55 audits that
were completed, 4 that are ongoing dealing with the Oil-for-Food
Program.

Mr. BURTON. Did you ask for those audits?

Mr. CHRISTOFF. Sure.

Mr. BURTON. What did they say?

Mr. CHRISTOFF. I think as many people pointed out, number one,
GAO doesn’t have audit authority over the U.N., we all recognize
that. And the OIOS indicated that these were internal documents
that we would not have access to. I must say in past reviews, we
have had good working relationships with OIOS and we have ob-
tained the documents.

Mr. BURTON. I understand and the people you talked to are prob-
ably down the food chain a little bit. But what I am trying to figure
out is are we really able to get to the bottom of this whole scandal
without the full cooperation of the U.N. in getting all the docu-
ments that are necessary for us to peruse?

Mr. CHRISTOFF. You would have to have access to all the docu-
ments. You have to have access to the OIOS documents. It is im-
portant to have information that defines the contracts, who were
the contractors; which companies, countries did it go to. That is
critical.

Mr. BURTON. I guess the concern that I have and my previous
comments was that we need to get to the bottom of this so that we
can clean up this mess if it is possible as quickly as possible. And
there may be U.S. contractors, there may be other governments in-
volved. But unless we can get the full cooperation of the United
Nations and get access to documents that can give us the full pic-
ture, even as hardworking as GAO is—and I know you guys work
hard—we are never going to get the full picture.

And the Secretary General of the United Nations I think should
go out of his way to make sure that the United States and if nec-
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essary, other countries have access to the documents in question so
there is full disclosure. You know, when we are talking about a
criminal activity, there is a discovery period. And the prosecutor
and the defense counsel have the right to get all the documents
that are relevant to the investigation. This is a huge criminal activ-
ity, if you will, involving probably hundreds of companies. And if
we are going to be able to provide the kind of leadership and sta-
bility in the Middle East that is going to bring about democracy
and freedom in Iraq and hopefully other areas, it seems to me we
have to have more confidence in the process than we have right
now. And I know you can’t give us any more answers than you
have, but I am just commenting.

If Mr. Kofi Annan or anybody at the U.N. is paying attention to
this, in my opinion, it is extremely important that all documents
that are relevant to this investigation be given to the United
States, to the Congress of the United States and other govern-
ments, if that is requested, otherwise, we are never going to get the
full picture. And this corruption has to be cleaned up as much as
possible.

Mr. BEREUTER. Mr. Chairman, would you like to be recognized?
Chairman Hyde.

Chairman HYDE. Thank you, Mr. Chairman. I just have one
question. I have listened to a lot of testimony and read a lot and
I am still unsure as to whose responsibility it was to make the de-
termination that Iraq would control, supervise, oversee the han-
dling of the individual contracts. Can you nail that down for me?

Mr. CHRISTOFF. I wish I could. You begin in 1991 with some pro-
posals that the U.N. submitted to Iraq in which there were alter-
natives for the contract negotiations. One alternative was to have
the Iraqi government negotiate the contracts directly, which be-
came the preferred alternative. But there were also suggestions for
having an “independent agent” that was undefined or having the
United Nations engage in the contract negotiations. From the pe-
riod between 1991 until the final MOU was established, there were
negotiations that I don’t have all the details of, but the end result
was to allow Iraq to negotiate the contracts directly.

Chairman HYDE. But going hand in hand with that judgment
ought to have been effective, tight supervision, oversight and that
was omitted evidently.

Mr. CHRISTOFF. As part of the 1991 proposal, there was also a
proposal that U.N. officials be attached to certain ministries in
order to provide that oversight. And I believe that also was rejected
by the Iraqi government as the basis of their agreement to even
come to terms with an Oil-for-Food Program.

Chairman HYDE. We were so anxious to get an agreement that
we swallowed their intransigence, is that right?

Mr. CHRISTOFF. Let us look at what was happening in Iraq in
1995. Truly there was a humanitarian situation and a crisis in Iraq
in 1995. After 4 years of economic sanctions, WHO and other U.N.
agencies were reporting malnutrition, problems with sanitation and
health, so there was a growing need to resolve and get food into
Iraq quickly.

Chairman HYDE. Which we took more seriously than Iraq. They
are willing to let people starve to death and we were unwilling. So
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we should have proceeded with the war. Should have torn up the
ceasefire.

Mr. CHRISTOFF. I will pass on that. Thank you.

Mr. BEREUTER. Gentleman from New York, Mr. Meeks, is recog-
nized.

Mr. MEEKS. Thank you, Mr. Chairman. I am just interested and
trying to find out about this oversight with this 661. And I think
that you have indicated that it was unclear whether the office of
OIP performed its function properly. And the U.N. has indicated to
our Committee that the OIP did indeed perform that function and
that it refused to forward hundreds of contracts that fell outside of
a range of acceptable pricing to the 661 Committee, and that this
action effectively blocked hundreds of contracts from being ap-
proved. The U.N. has also indicated to us that when the missions
representing the company submitted questionable explanations for
overpricing the contracts, OIP then forwarded the contracts to 661
with notes of concern about pricing.

And further, the U.N. has indicated that those notes of concern
never led to 661 to block a contract. My question is, did you inter-
view or attempt to interview U.N. OIP officials to establish wheth-
er these facts in conducting your audit of the program.

Mr. CHRISTOFF. Yes. We met with OIP officials. And one of the
first questions we asked them for was what was their pricing cri-
teria; what did they use to go out and about to determine the price
reasonableness of the contracts. We have not gotten yet that pric-
ing criteria from the Office of the Iraq Program. And they make a
distinction. I think we need to think about distinctions here. They
were tasked to look at the price and value of the contracts, but it
is unclear to me as to how they translated that into looking at price
reasonableness.

If they looked at price reasonableness the way the DCAA audit
did, perhaps they would have encountered more of this overpricing.
DCAA found that 48 percent of all of the Oil-for-Food Program con-
tracts it looked at were overpriced by 21 percent. I am not certain
how they translated the mandate to assess price and value into a
standard approach for assessing price reasonableness the way the
United States or the DCAA would have undertaken a price reason-
ableness determination.

Mr. MEEKS. With reference to the 661, I understand—wasn’t it
the 661 Committee, didn’t they have the authority and responsi-
bility to oversee the program? And did you investigate why the
United States’s mission to the U.N. apparently did not attempt to
use its power to block individual contractors shutting down over-
pricing in the humanitarian goods contracts?

Mr. CHRISTOFF. When we did our investigation, we were told the
majority of the holds—they are called holds on contracts—were
holds that were placed primarily on the basis of dual-use items.
There was $5.1 billion in holds. When we looked at the program
in detail in May 2002, 90 percent of those holds were placed by the
United States primarily because of concerns of dual-use items, not
because of price.

Mr. MEEKS. Well, further dealing with the 661 Committee, I be-
lieve there were about 60 experts that were reviewing the contracts
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to make sure they didn’t contain items that would be used in a
weapons program?

Mr. CHRISTOFF. Right.

Mr. MEEKS. And how many were reviewing the contracts to see
if they were overpriced, potentially hiding kickbacks?

Mr. CHRISTOFF. When the U.S. oversight function was described
to us, it was described as an interagency process consisting of the
Department of State, Department of Commerce, Department of De-
fense, Department of Energy focusing on whether or not the line
items in the contract contained commodities that had dual-use po-
tential. That is how it was described to us as an extensive, 60-per-
son interagency process.

Mr. MEEKS. And one last question would be in May 2003, when
the CPA was preparing to take over the Oil-for-Food Program con-
tracts, the Defense Contracting Auditing Agency, DCAA was called
upon to review those contracts for possible fraud. In reviewing just
60 percent of the active contracts using only market data, the de-
fense auditors found $656 million of potential overpricing. All of
these contracts were approved by the State Department, and a 661
Committee member, apparently without the benefit of such an
audit. As a professional auditor, do you find it odd that the U.S.
and the U.N. was approving these contracts without auditing them
for price validity?

Mr. CHRISTOFF. No. I think it gets back to the good work of
DCAA. In looking at pricing value, one should have looked at the
price reasonableness of the contracts.

Mr. MEEKS. No further questions.

Mr. BEREUTER. Gentleman from Iowa, Mr. Leach is recognized.

Mr. LEACH. First, I think it is appropriate to express some appre-
ciation to the GAO. This is a very important study that you have
d%ne. And in the tradition of the GAO, I think you have done a fine
job.

Mr. CHRISTOFF. Thank you.

Mr. LEACH. Secondly, the idea of an Inspector General at the
United Nations really was led by the United States with a U.S.
commission recommending it with the Thornburg Commission rec-
ommending it and pressed by the United States. Having said that,
I am intrigued with a couple of aspects of this, and I don’t know
if you know the answer to this, but what are the practices and poli-
cies of this Inspector General office, OIOS as they call it in regard
to who may see reports that they initiate? Have you asked that
question?

Mr. CHRISTOFF. If I understand the OIOS procedures to be that
when they complete their audit, they then submit the completed
audit to the head of the agency that they audited. The head of
OIOS can also decide on a case-by-case basis to simultaneously
submit the audit to the Secretary General.

Mr. LEACH. At his discretion.

Mr. CHRISTOFF. Who in turn can decide at his discretion?

Mr. LEACH. Were any of these reports submitted?

Mr. CHRISTOFF. I don’t know. I would like to get the reports.

Mr. LEACH. I think we should have the answer to both reports.
Now we have had the United States’ top ranking representative
saying he didn’t see the reports.
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Mr. CHRISTOFF. He didn’t see the OIOS reports?

Mr. LEAcH. I think that is extraordinary. And the reason you
have an Inspector General or a GAO type of institution is that you
give it to people that make policy and you don’t give it to the peo-
ple you have just overseen exclusively. I mean that seems a little
odd.

Mr. CHRISTOFF. There is a vested interest in being defensive if
you are the head of the agency that was the recipient of that audit.

Mr. LEACH. I would like to turn to another subject. We have a
new review panel underway, and very few people in the world have
a higher regard for Paul Volcker than I do. I think he is an out-
standing choice and also by background, having headed a premier
banking regulatory institution in the United States. Have you
checked with our banking regulators on whether banking laws may
have been violated by any of these foreign institutions that held
these accounts?

Mr. CHRISTOFF. Have not done that.

Mr. LEACH. Do you think that would be an appropriate area of
inquiry?

Mr. CHRISTOFF. Yes.

Mr. LEACH. Also, is there an area of accountability here. I mean
one is struck with unusual practices as being the norm here. And
if it is the norm and if it is sanctioned, you have got a lot of inter-
esting ramifications. One is that if you are a country that has sig-
nificant private parties or governmental policy makers that might
benefit from a circumstance, that may bias your determination of
how you are perceived with other issues relating to, in this case,
Iraq. And it appears, for instance, that one major bank in one prin-
cipal country of the Security Council benefited a lot.

It appears from your report and your testimony that in another
security council country, there were a lot of intermediaries that
played a role in these contracts. That really defines an inter-
national system that ought to be reviewed from that perspective
alone. Do you have any judgments of your own in that regard?

Mr. CHRISTOFF. I certainly have a lot of questions. One of the key
questions that we think is just trying to better understand how the
different countries—we are using the term “vetted”—the different
companies that were allowed to supply Iraq commodities or pur-
chase its oil, what kind of transparency was surrounding that kind
of vetting process, because it would have revealed whether or not
the countries might have had a vested interest in trying to put
most of these countries on the list, because it was these lists that
the government chose from in terms of selling its oil or purchasing
its commodities.

Mr. LEAcCH. Well, let me just return to one aspect of the United
States’ policy, because we err frequently by always criticizing our-
selves. We are more internally self-critical than other countries,
but I will be darned if I don’t believe that the United States’ Gov-
ernment erred grievously in not looking at this more seriously and
not bringing it to the attention of the United Nations. And it ap-
pears to me that if we had the power to stop certain contracts in
one way, we had the power to stop them in another. Am I wrong
in this, or is this just an impression that might be in error? Did
we have the power to stop these contracts?
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Mr. CHRISTOFF. Yes. Absolutely. The United States placed over
$5 billion of holds on U.N. contracts. And any U.N. Sanctions Com-
mittee member could hold a contract.

Mr. LEACH. Am I not right to suggest that we appeared not to
care about corruption, but to care about dual-use?

Mr. CHRISTOFF. We were not focused on price.

Mr. LEACH. And is price not the indicator of corruption?

Mr. CHRISTOFF. If one looks at the DCAA audit, it certainly is.

Mr. LEACH. Of these internal audits, did the United States’ mis-
sion at the United Nations have access to them?

Mr. CHRISTOFF. I don’t know.

Mr. LEACH. Did United States representatives working at the
United Nations have access?

Mr. CHRISTOFF. I don’t know.

Mr. LEACH. I am hard-pressed not to think that our government
was very sensitive to and too sensitive to conflicts of interests of
countries we wanted their votes for and we had shackles on our
eyes on the corruption issue at the same time that principals of the
United States Government were making major speeches on the
subject of corruption around the world. I may be wrong. Is that a
valid observation?

Mr. CHRISTOFF. I would also extend it to not just the contract
side, but the oil smuggling side as well, the fact that Jordan, Syria
were engaged in oil smuggling, clearly with the full knowledge of
the United Nations and the United States and the enduring ques-
tion is what actions, if any, had been undertaken to deter that type
of violation of U.N. sanctions.

Mr. BEREUTER. Time of the gentleman has expired. The
gentlelady from California, Ms. Watson.

Ms. WATSON. Thank you, Mr. Chairman and thank you, Mr.
Christoff for your work. My interest here is not so much in the
U.N. and its relativity to the Oil-for-Food, but getting right down
to the principals who were able to give out contracts and was there
a paper trail on what happened with the money? And at the GAO,
I am sure that was your concern, too. What is happening with the
U.S. dollars that we put into this program? How is it able—how
was this program able to attract such corruption and how did it go
so long? Can you shed any light?

Mr. CHRISTOFF. I think the first weakness that we found and I
think the prior panel has confirmed was that in allowing the Iraqi
government, the central government, to directly negotiate its con-
tracts both to purchase commodities and to sell its oil, that was one
of the internal weaknesses, in effect having the regime make that
important contract negotiations, because within that negotiation
process, discussions of kickbacks and payments could have been
made outside the purview of the United Nations.

Ms. WATSON. You know, I am confounded by the fact that we
supposedly were unaware. The government in Iraq was corrupt
from the beginning, but we did business with them at another
time, another era. And we should have been able to foresee that
the provisions of the agreement would not hold up, but we went
ahead anyway. I am hoping that—and I have got a summary of
your report in front of me, but when this thing is wrapped up, I
hope we would have some strong recommendations coming from
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the GAO based on your recommendations that you have already
put into place after we have all these hearings. I hope that our Ad-
ministration will take heed so as we go into the future, we won’t
run into this kind of abuse of our monies and abuse of the people
that these programs are intended to serve.

Mr. BEREUTER. Thank you, Ms. Watson. Mr. Christoff, I have re-
served some minutes of my time to ask a few questions. If I under-
stood your answer to Mr. Burton a few minutes ago, you said the
internal audits at the U.N., perhaps 55 have been conducted, and
maybe four are underway would ordinarily go to the program head.

Mr. CHRISTOFF. Yes.

Mr. BEREUTER. And the program head is Mr. Benon Sevan about
which allegations have been raised. And apparently under U.N.
procedure, that may be as far as they go. He may decide—that per-
son may decide to stop them or they could have—is that correct?

Mr. CHRISTOFF. I don’t know where each and every one of those
55 audits—where they ended up. Under the OIOS procedures, they
send the results to the head of the audited agency and it is the dis-
cretion of the OIOS, to also send a copy to the Secretary General.

Mr. BEREUTER. It is possible for him to stop them at that point?

Mr. CHRISTOFF. Yes.

Mr. BEREUTER. At this point, we don’t know exactly if any of
them were referred to his supervisor or, in fact, the Secretary Gen-
eral. Now I would like to pursue a few things with respect to the
bank of Paris. Have you examined the program’s escrow account
managed by that bank?

Mr. CHRISTOFF. No.

Mr. BEREUTER. If not, have you requested access to it and any
other bank records kept by the OIP or other credit banks associ-
ated with the program?

Mr. CHRISTOFF. We are still trying to get records from the U.N.,
let alone going to a bank that we would have absolutely no audit
authority over.

Mr. BEREUTER. Do you know if the funds in this escrow account
earned interest?

Mr. CHRISTOFF. I don’t know.

Mr. BEREUTER. Do you know if there was any involvement of
U.N. staff in the kickback system and in the oil voucher scheme?

Mr. CHRISTOFF. Consistently over the course of our review, even
going back to 2002, we did not hear of any allegations of U.N. offi-
cials being involved in kickbacks. It was not until the list of the
oil vouchers that came out in January that it first even came to
our attention.

Mr. BEREUTER. I am going to go back to the bank issue and the
escrow accounts. Do you know from any source whether or not
there were additional banks that eventually had escrow accounts
for the United Nations with respect to the Oil-for-Food Program?

Mr. CHRISTOFF. That is still a question that I don’t have a defini-
tive answer to. I know the U.N. external auditors recommended
that the U.N. diversify and not just rely on BNP Paribas. And I
don’t know the exact number of additional banks that the U.N. did
decide to place escrow account monies in.

Mr. BEREUTER. I got a confirmation from Dr. Ruggie that this
was one of the recommendations. And he indicated that is the rea-
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son why there are more banks involved in the program now. Is it
possible—is there any reason that it is impossible for the U.N. to
open its books or provide a full and complete disclosure concerning
the operations and administration of the Oil-for-Food Program?

Mr. CHRISTOFF. No. I mean GAQO’s middle name is transparency
and openness, and we fully support the release of all relevant docu-
ments so we can get to the bottom of the story.

Mr. BEREUTER. Do you know who it was that negotiated the
memorandum of understanding between the government of Iraq
and U.N. of May 20, 19967

Mr. CHRISTOFF. I know who signed it. I don’t know who nego-
tiated it. It was signed by the legal counsel of the United Nations
and the Ambassador to Iraq at that time.

Mr. BEREUTER. You have had a chance to read it, of course. What
specific prerogatives and roles did it accord in Iraq that were not
contained in U.N. Security Council Resolution 986? Did it put the
responsibility for decisions on procurement of humanitarian goods
and services for the three northern provinces, the Kurdish area, in
the hands of the Iraqi government?

Mr. CHRISTOFF. This is an important distinction. The resolution
stated that in an annex to the resolution or MOU, it stated that
the Iraqi government could procure food commodities because it
was less expensive to procure them for bulk commodities. But the
actual operations of specific projects in the north were under the
direction of different U.N. specialized agencies.

Mr. BEREUTER. We have heard a bit about the internal audits be-
fore. Did independent and certified public accountants audit the es-
crow account for the Oil-for-Food Program?

Mr. CHRISTOFF. The U.N. external auditors did, yes

Mr. BEREUTER. They are not employees or under contract in gen-
eral? terms for audit responsibilities but were appointed by some-
one’

Mr. CHRISTOFF. Appointed by the Secretary General.

Mr. BEREUTER. To conduct audits on the Oil-for-Food Program?

Mr. CHRISTOFF. General Assembly appoints them, excuse me

Mr. BEREUTER. Have you seen those audits?

Mr. CHRISTOFF. We reviewed 12 of the external audit reports.

Mr. BEREUTER. Do you have conclusions about your findings with
respect to those in your written documentation?

Mr. CHRISTOFF. It is in the statement and we have stated that
in detail what they found?

Mr. BEREUTER. Is there anything else we need to cover? Chair-
man Hyde, do you have anything additional?

Chairman HYDE. I just want to thank Mr. Christoff and con-
gratulate you on first rate work, indispensable work to the chal-
lenges that we have to face. We rely on you and we recognize the
integrity of your product.

Mr. CHRISTOFF. Mr. Chairman, thank you for the help of you and
youg s(‘lcaff in trying to get at some of the documents that we really
needed.

Chairman HYDE. We will be your silent stealthy aide.

Mr. BEREUTER. Mr. Christoft, I join you in those commendations.
And I would express the hope that the United Nations would be
as absolutely as transparent in information as possible because I
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think the integrity of the institution demands that. I would ask
unanimous consent to include in the record the document provided
to the Committee by Ms. Rosett. Without objection, that will be the
order. And again, thank you very much. The Committee stands ad-
journed.

[Whereupon, at 2:35 p.m., the Committee was adjourned.]






APPENDIX

MATERIAL SUBMITTED FOR THE HEARING RECORD

PREPARED STATEMENT OF THE HONORABLE NICK SMITH, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF MICHIGAN

I want to thank Chairman Hyde for holding this hearing today. And I would also
like to thank our distinguished witnesses for joining us. I look forward to hearing
their testimony.

The United Nation’s Oil-for-Food (OFF) program developed out of the sanctions
placed on Iraq following its invasion of Kuwait in 1991. In 1995, the United Nations
realized that a humanitarian crisis was developing and that Iraq, which has the sec-
ond largest oil reserves in the world, could trade its oil resources for humanitarian
goods. With UN Security Council Resolution 986, the OFF program was created. If
effective, it would have limited the humanitarian impact of the sanctions while
keeping resources out of the hands of Saddam Hussein’s regime.

Saddam Hussein was a tyrant dictator who directed mass murder and torture. It
is not surprising that he tried to cheat OFF. Unfortunately, resources were not kept
out of Hussein’s hands. It is now apparent that OFF was abused. Several factors
contributed this abuse. First, UNSCR 986 was simply flawed, and its flaws could
not be fixed. Second, the UN has not allowed for sufficiently transparent auditing
of OFF. And, third, there is the possibility that individuals in the UN bureaucracy
were complicit in undermining the program.

The UNSCR 986 was broken by design. Saddam Hussein picked the price at
which he sold his oil. He picked his customers. And he controlled the oversight proc-
ess. Together these allowed Hussein to demand kickbacks that reportedly totaled
$4.2 billion. These flaws were known at the time, but it was impossible to fix them.
They were written into UNSCR 986, and fixing them required unanimous support
of the Permanent Members of the Security Council. France, Russia, and, to a lesser
extent, China were able to prevent incremental improvements to the program. Each
of these countries had significant oil contracts with Iraq that would have activitated
had the sanctions been repealed. They had no interest in the success of OFF or the
sanctions.

At the same time, the UN bureaucracy appears to have failed in several ways.
It appears that the OFF representatives in Iraq were slow to file reports and bring
irregularities to the attention of the Security Council and its special committee that
handled OFF, the 661 Committee. It appears that once the 661 Committee was in-
formed of the flaws in the program, it attempted to address them, albeit, in classic
UN style, very slowly. However, it took quite long for reports of the actions of mis-
deeds to reach the levels at which they could be systematically addressed. In the
end, because Iraq controlled the program, the documents necessary for a proper
audit have only become available since Saddam Hussein’s fall.

Finally, there are reports that a number of people in the UN bureaucracy have
been participants in this dysfunctional program. The most alarming accusations
concern Benon Sevan, who was handpicked by Kofi Annan to run OFF. We do not
yet know the facts, and the Secretary-General has appointed a panel to investigate
headed by Paul Volcker. This is a step in the right direction.

To be fair, we should remember that sanctions and OFF worked to a certain ex-
tent. Saddam Hussein’s military capacity was severely degraded by the sanctions.
Approximately $46 billion was spent on humanitarian relief, even if Hussein eventu-
ally required kickbacks on these also. It is clear that the sanctions were both nec-
essary and effective.

The real story here is how the UN process breaks down. Countries will have dif-
ferent interests, as France and Russia did. However, the presence of their interests
did not excuse their obstruction of American and British attempts to program-
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matically improve OFF. This demonstrates that the Security Council does not have
any great moral authority. As UN leaders have repeatedly pointed out, it merely
acts at the direction of its member states. We have also seen that the UN bureauc-
racy is insufficiently transparent and possibly corrupt. American taxpayers expect
transparency for the dues that they pay, and the UN does not stand up to our
standards.

Again, I would like to thank the Chairmen for holding this hearing. The UN is
an important part of the international system, but it is not a panacea to the world’s
problems. The Oil-For-Food program is an excellent example of how member states
and the bureaucracy can fail to achieve obviously good goals. We must remember
this as we attempt to further involve the UN in Iraq.

PREPARED STATEMENT OF THE HONORABLE RON PAUL, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF TEXAS

Rep. Ron PAUL: Mr. Chairman, while I am glad to see this Committee holding
hearings that bring to light, even if on the margins, the corrupt practices of the
United Nations, I am afraid this hearing really misses the main point. The problem
is not that the “oil for food” program was mis-managed by corrupt Iraqis and UN
officials, along with their co-conspirators in other countries. The problem is with the
program itself, and the entire sanctions regime imposed on Iraq. The problem is
with sanctions. Sanctions are immoral. Sanctions do not hurt the brutal regimes
they are intended to undermine. Sanctions do not hurt dictators—no dictator has
ever missed a meal due to sanctions on his country. While the Iraqi people were
suffering and starving through US and UN imposed sanctions, the dictator Saddam
Hussein was building castles and living a life of unimaginable wealth and comfort.
While hundreds of thousands of Iraqi babies and children reportedly died because
of the sanctions, Saddam rewarded his family members with palaces and other lux-
uries. But Saddam and his family were not the only ones to profit from the sanc-
tions regime. According to press reporting, the same people who were tasked with
enforcing these immoral sanctions on Iraq were similarly benefitting financially
from the sanctions regime. Those with good political connections—inside and outside
the United Nations—were able to make enormous profit doing business under cover
of the United Nations oil-for-food program. This is unconscionable, but it should
hardly surprise us. It is sanctions themselves that create these great opportunities
for ill-gotten gain.

As we see sanctions today being applied on countries like Syria and Iran and else-
where, we should remember the lessons from a previous era: after more than 45
years, sanctions on Cuba have produced nothing remotely approaching their in-
tended purpose. The Castro regime remains as in control as ever. The only thing
that has changed is that the Cuban people—whose well-being we purport to have
in mind with the sanctions—have suffered for decades by the blockade.
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